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Multi-Family Housing 
Architect Flow Chart

Owner has need for project.  RD 
Area Office is contacted.

RD visits project site and discusses 
project with Architect & Owner.

Architect submits draft O-A Agreement for RD review. Architect is required to use the AIA 
documents and RD attachments outlined in the “Architect-Owner Agreement Document List”. 

RD reviews Agreement, provides comments & 
approval upon satisfactory review

Architect executes Agreement with Owner and sends 4 original copies to RD.  Upon 
satisfactory review RD will provide concurrence and mail 2 copies back to the Architect. 

If a rehabilitation project or transfer, owner must have a Capital Needs Assessment 
Study performed.  The study must be  submitted to RD for review and concurrence.

Architect submits Life Cycle Cost Analysis on the following construction component material/system,  A) 
Roofing B) Exterior Siding C) Paving D) Mechanical System, for RD review and concurrence.

RD issues Letter of Conditions and obligates funds.

Architect submits 2 copies of the plans, specifications and contract documents for RD review.  Architect is 
required to use the AIA documents and RD attachments outlined in the “Construction Contract Document List”. 

RD reviews plans, specifications and contract documents, 
provides comments & approval upon satisfactory review.

Owner submits application, RD 
makes eligibility determination.

RD receives closing instructions from OGC.

Architect advertises for bids, receives bids and performs bid opening.  After bid opening, Architect submits 1) Bid 
Tabulation 2) Proposal from the low bidder with bid bond and signed certifications (Power of Attorney, etc., as 
appropriate) 3) Architect’s analysis and recommendation for award.  4) The owner’s recommendation for award, 
to RD for review.  The Architect is responsible for providing a copy of all bid addenda to RD.

Flow Chart continued 
on next page
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Owner issues Notice of Award.  Architect prepares and sends RD 5 original copies of the Agreement (signed by owner and contractor), 
Performance and Payment bonds, Power of Attorney, Certificates of Insurance (as required in contract) and Certificate of Owner’s Attorney.  
All items must be bound with the contract documents and sent through the RD Area Office, then forwarded to State Office for concurrence.

Upon satisfactory review of bound contracts, RD will sign for agency concurrence 
and mail 3 originals back to the Architect for distribution to owner and contractor.

Owner issues Notice to Proceed.

Upon satisfactory review of the bid documents, RD will provide a letter of concurrence for award.

Flow Chart continued 
from previous page

Pre-construction conference is held with Architect, RD, other funding 
agencies, owner, contractor, significant subcontractors and others as needed.

Prior to the preconstruction conference, the Architect must submit a resume of qualifications of the resident 
inspector to the owner and to RD for acceptance in writing.  Full-time resident inspection is required for all 

construction unless a written exception is made by RD upon written request of the owner. The resident 
inspector is required to maintain a record of daily construction progress.

Invoices for payment of construction costs must be approved by the owner, 
Architect and concurred in by RD.  Typically this will be done on a monthly basis. 

A prefinal inspection will be made by the owner, resident inspector, Architect, contractor, representatives of 
other agencies involved and RD representatives, generally both Area and State Office.  The inspection 

results will be recorded by the Architect and a copy provided to all interested parties.

A final inspection will be made by the owner, Architect and RD before final payment is made.

Any change orders that may arise during the course of construction must be clearly identified and explained 
through use of USDA RD Form 1924-16.  All change orders must be approved by the owner, Architect and 

concurred in by RD.  In order to be approved, the change order must be justified and the cost must be reasonable.

Architect executes AIA G704 “Certificate of Substantial Completion” and provides a copy to RD.

Architect delivers as-built plans and O&M manuals to the owner.

Architect, Owner and RD representative perform 11 month inspection.  If no 
items of concern are noted during the inspection the project is complete.  

Submit completed 1924-13 to owner and Rural Development

ii
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RD Instruction 1924-A 
 
 
PART 1924 - CONSTRUCTION AND REPAIR 
 
Subpart A - Planning and Performing Construction and Other Development  
 
§1924.1  Purpose. 
 
 This subpart prescribes the basic Rural Development policies, methods, 
and responsibilities in the planning and performing of construction and other 
development work for insured Rural Housing (RH), insured Farm Ownership (FO), 
Soil and Water (SW) Softwood Timber (ST) single unit Labor Housing (LH), and 
Emergency (EM) loans for individuals.  It also provides supplemental 
requirements for Rural Rental Housing (RRH) loans, Rural Cooperative Housing 
(RCH) loans, multiunit (LH) loans and grants, and Rural Housing Site (RHS) 
loans.  (Revised 10-14-88, SPECIAL PN.) 
 
§1924.2  [Reserved] 
 
§1924.3  Authorities and responsibilities. 
 
 The County Supervisor and District Director are authorized to redelegate, 
in writing, any authority delegated to them in this subpart to the Assistant 
County Supervisor and Assistant District Director, respectively, when 
determined to be qualified.  Rural Development Construction Inspectors, 
District Loan Assistants, and County Office Assistants are authorized to 
perform duties under this subpart as authorized in their job descriptions. 
 
§1924.4  Definitions. 
 

(a)  Construction.  Such work as erecting, repairing, remodeling, 
relocating, adding to or salvaging any building or structure, and the 
installation or repair of, or addition to, heating and electrical 
systems, water systems, sewage disposal systems, walks, steps, 
driveways, and landscaping. 
 
(b)  Contract documents.  The borrower-contractor agreement, the 
conditions of the contract (general, supplementary, and other), the 
drawings, specifications, warranty information, all addenda issued 
before executing the contract, all approved modifications thereto, and 
any other items stipulated as being included in the contract documents. 
 
(c)  Contractor.  The individual or organization with whom the borrower 
enters into a contract for construction or land development, or both. 
 

______________________________________________________________________________ 
DISTRIBUTION:  WS                                  Real Property 
                                                       Construction and Repair 
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RD Instruction 1924-A 
§ 1924.4 (Con.) 
 

(d)  County Supervisor and District Director.  In Alaska, for the 
purpose of this subpart, "County Supervisor" and "District Director" 
also mean "Assistant Area Loan Specialist" and "Area Loan Specialist," 
respectively.  The terms also include other qualified staff who may be 
delegated responsibilities under this subpart in accordance with the 
provisions of Subpart F of Part 2006 (available in any Rural Development 
office). 
 
(e)  Date of commencement of work.  The date established in a "Notice to 
Proceed" or, in the absence of such notice, the date of the contract or 
other date as may be established in it or by the parties to it. 
 
(f)  Date of substantial completion.  The date certified by the Project 
Architect/Engineer or County Supervisor when it is possible, in 
accordance with any contract documents and applicable State or local 
codes and ordinances, and the Rural Development approved drawings and 
specifications, to permit safe and convenient occupancy and/or use of 
the buildings or other development. 
 
(g)  Development.  Construction and land development. 
 
(h)  Development standards.  Any of the following codes and standards: 
 

(1)  A standard adopted by Rural Development for each state in 
accordance with §1924.5 (d)(l)(i)(E) of this subpart. 
 
(2)  Voluntary national model building codes (model codes).  
Comprehensive documents created, referenced or published by 
nationally recognized associations of building officials that 
regulate the construction, alteration and repair of building, 
plumbing, mechanical and electrical systems.  These codes are listed 
in Exhibit E of this subpart. 
 
(3)  Minimum Property Standards (MPS).  The Department of Housing 
and Urban Development (HUD) Minimum Property Standards for Housing, 
Handbook 4910.1, 1984 Edition with Changes.  (For One and Two Family 
Dwellings and Multi-Family Housing.) 

 
(i)  Identity of interest.  Identity of interest will be construed as 
existing between the applicant (the party of the first part) and general 
contractors, architects, engineers, attorneys, subcontractors, material 
suppliers, or equipment lessors (parties of the second part) under any 
of the following conditions: 

 
(1)  When there is any financial interest of the party of the first 
part in the party of the second part.  The providing of normal 
professional services by architects, engineers, attorneys or 
accountants with a client-professional relationship shall not 
constitute an identity of interest. 

2 
(Revision 1) 



RD Instruction 1924-A 
§ 1924.4(i) (Con.) 
 

(2)  When one or more of the officers, directors, stockholders, or 
partners of the party of the first part is also an officer, 
director, stockholder, or partner of the party of the second part;  
 
(3)  When any officer, director, stockholder, or partner of the 
party of the first part has any financial interest whatsoever in the 
party of the second part;  
 
(4)  Between the spouse, significant other, relatives, and step-
relatives of the principal owners of the party of the first part and 
its management, such as Grandmother, Aunt, Daughter, Granddaughter, 
Grandfather, Uncle, Son, Grandson, Mother, Sister, Niece, Cousin, 
Father, Brother, Nephew;  (Added 03-16-94, SPECIAL PN.) 
 
(5)  When the party of the second part advances any funds to the 
party of the first part;  (Renumbered 03-16-94, SPECIAL PN.) 
 
(6)  When the party of the second part provides and pays on behalf 
of the party of the first part the cost of any legal services, 
architectural services or engineering services other than those of a 
surveyor, general superintendent, or engineer employee by a general 
contractor in connection with obligations under the construction 
contract;  (Renumbered 03-16-94, SPECIAL PN.) 
 
(7)  When the party of the second part takes stock or any interest 
in a party of the first part as part of the consideration to be 
paid;  (Renumbered 03-16-94, SPECIAL PN.) 
 
(8)  When there exists or comes into being any side deals, 
agreements, contracts, or undertakings entered into thereby 
altering, amending, or canceling any of the required closing 
documents except as approved by Rural Development.  (Renumbered 03-
16-94,  
SPECIAL PN.) 
 
(9)  An identity of interest will also exist when another party can 
significantly influence the management or operating policies of the 
transacting parties or if it has an ownership interest in one of the 
transacting parties and can significantly influence the other to an 
extent that one or more of the transacting parties might be 
prevented from fully pursuing its own separate interests.   
(Added 03-16-94, SPECIAL PN.) 

 
(j)  Land development.  Includes items such as terracing, clearing, 
leveling, fencing, drainage and irrigation systems, ponds, forestation, 
permanent pastures, perennial hay crops, basic soil amendments, 
pollution abatement and control measures, and other items  
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RD Instruction 1924-A 
§ 1924.4(j) (Con.) 
 
 

of land improvement which conserve or permanently enhance productivity.  
Also, land development for structures includes the applicable items 
above, and items such as rough and finish grading, retaining walls, 
water supply and waste disposal facilities, streets, curbs and gutters, 
sidewalks, entrancewalks, driveways, parking areas, landscaping and 
other related structures.  
 
(k)  Manufactured housing.  Housing, constructed of one or more factory-
built sections, which includes the plumbing, heating and electrical 
systems contained therein, which is built to comply with the Federal 
Manufactured Home Construction and Safety Standards (FMHCSS), and which 
is designed to be used with or without a permanent foundation.  Specific 
requirements for manufactured homes sites, rental projects and 
subdivisions are in Exhibit J of this subpart.  
 
(l)  Mechanic's and materialmen's liens.  A lien on real property in 
favor of persons supplying labor and/or materials for the construction 
for the value of labor and/or materials supplied by them.  In some 
jurisdictions, a mechanic's lien also exists for the value of 
professional services.  
 
(m)  Modular/panelized housing.  Housing, constructed of one or more 
factory-built sections, which, when completed, meets or exceeds the 
requirements of one or more of the recognized development standards for 
site-built housing, and which is designed to be permanently connected to 
a site-built foundation.  
 
(n)  Project representative.  The architect's or owner's representative 
at the construction site who assists in the administration of the 
construction contract.  When required by Rural Development, a full-time 
project representative shall be employed.  
 
(o)  Technical services.  Applicants are responsible for obtaining the 
services necessary to plan projects including analysis of project design 
requirements, creation and development of the project design, 
preparation of drawings, specifications and bidding requirements, and 
general administration of the construction contract.  

 
(1)  Architectural services.  The services of a professionally 
qualified person or organization, duly licensed and qualified in 
accordance with state law to perform architectural services.  
 
(2)  Engineering services.  The services of a professionally 
qualified person or organization, duly licensed and qualified in 
accordance with State law to perform engineering services.  
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RD Instruction 1924-A 
§1924.4 (Con.) 
 
 

(p)  Warranty.  A legally enforceable assurance provided by the builder 
(warrantor) to the owner and the Rural Development indicating that the 
work done and materials supplied conform to those specified in the 
contract documents and applicable regulations.  For the period of the 
warranty, the warrantor agrees to repair defective workmanship and 
repair or replace any defective materials at the expense of the 
warrantor.  
 

§1924.5  Planning development work. 
 

(a)  Extent of development.  For an FO loan, the plans for development 
will include the items necessary to put the farm in a livable and 
operable condition consistent with the planned farm and home operations.   
For other types of loans, the plans will include those items essential 
to achieve the objectives of the loan or grant as specified in the 
applicable regulation.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

4A 
(Added 03-16-94, SPECIAL PN) 

 
(05-12-87)  SPECIAL PN 



RD Instruction 1924-A 
§ 1924.5 (Con.) 
 

(b)  Funds for development work.  The total cash cost of all planned 
development will be shown on Form RD 1924-1, "Development Plan," except 
Form RD 1924-1 may be omitted when (1) all development is to be done by 
the contract method, (2) adequate cost estimates are included in the 
docket, and (3) the work, including all landscaping, repairs, and site 
development work, is completely described on the drawings, in the 
specifications, or in the contract documents.  Sufficient funds to pay 
for the total cash cost of all planned development must be provided at 
or before loan closing.  Funds to be provided may include loan proceeds, 
any cash to be furnished by the borrower, proceeds from cost sharing 
programs such as Agricultural Stabilization and Conservation Service 
(ASCS) and Great Plains programs or proceeds from the sale of property 
in accordance with paragraph (g) of this section. 

 
(c)  Scheduling of development work. 

 
(1)  All construction work included in the development plan for RH 
loans will be scheduled for completion as quickly as practicable and 
no later than 9 months from the date of loan closing, except for 
mutual self-help housing where work may be scheduled for completion 
within a period of 15 months. 
 
(2)  Development for farm program loans will be scheduled for 
completion as quickly as practicable and no later than 15 months 
from the date of loan closing unless more time is needed to 
establish land development practices in the area. 

 
(d)  Construction. 

 
(1)  All new buildings to be constructed and all alterations and 
repairs to buildings will be planned to conform with good 
construction practices.  The Rural Development Manual of Acceptable 
Practices (MAP) Vol. 4930.1 (available in any Rural Development 
office), provides suggestions and illustrative clarifications of 
design and construction methods which are generally satisfactory in 
most areas.  All improvements to the property will confirm to 
applicable laws, ordinances, codes, and regulations related to the 
safety and sanitation of buildings; standards referenced in 
Appendices C through F of HUD Handbook 4910.1, Minimum Property 
Standards for Housing; Thermal Performance Construction Standards 
contained in Exhibit D of this subpart and, when required, to 
certain other development standards described below.  (Revised 1-27-
88, PN 75.) 

 
(i)  The development standard applicable to a proposal will 
selected by the loan applicant or recipient of an RH 
Conditional Commitment in accordance with the following.  The 
standard selected must: 
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RD Instruction §1924-A 
§ 1924.5(d)(1)(i) (Con.) 
 

(A)  Relate to the type(s) of building proposed. 
 
(B)  Meet or exceed any applicable local or state laws, 
ordinances, codes and regulations. 
 
(C)  Include all referenced codes and standards. 
 
(D)  Exclude inapplicable administrative requirements. 
 
(E)  Be the current edition(s) of either paragraph (1)  
or (2) below: 

 
(1)  The development standard, consisting of 
building, plumbing, mechanical and electrical codes, 
adopted by Rural Development for use in the state 
(identified in a State Supplement to this section) in 
which the development is proposed, in accordance with 
the following: 

 
(i)   The adopted development standard shall 
include any building, plumbing, mechanical or 
electrical code adopted by the state, if 
determined by the State Director to be based on 
one of the model codes listed in Exhibit E to 
this subpart, or, if not available, 
 
(ii)  The adopted development standard shall 
include any building, plumbing, mechanical or 
electrical code adopted by the state, if 
determined by the Administrator to be 
acceptable, or, if not available, 
 
(iii)  The adopted development standard shall 
include the model building, plumbing, mechanical 
and electrical codes listed in Exhibit E to this 
subpart that is determined by the State Director 
to be most prevalent and appropriate for the 
state. 

 
(2)  Any of the model building, plumbing, mechanical 
and electrical codes listed in Exhibit E to this 
subpart or the standards defined in §1924.4 (h) (3) 
of this subpart. 

 
(ii)  Guide 2, "Rural Development Design Guide," of this 
subpart (available in any Rural Development office), includes 
guidelines for the evaluation of the design features which are 
not fully addressed in the development standards. 

 
6 

(Revision 1) 



RD Instruction 1924-A 
§ 1924.5(d)(1) (Con.) 
 

(iii)  In new housing, all design, materials and construction 
will meet or exceed the applicable development standard as 
provided in paragraph (d)(l)(i) of this section. 
 
(iv)  For multi-family residential rehabilitation, as defined 
in Exhibit K of this subpart, all substantial rehabilitation 
work of existing buildings will meet or exceed the applicable 
development standard.  All moderate rehabilitation work should 
comply with Guide 3, "Quality and Performance Criteria for 
Moderate Rehabilitation," of this subpart. 
 
(v)  The design and construction of housing repairs made with 
the Agency’s loan or grant funds will, as near as possible, 
comply with the applicable development standard. 
 
(vi)  Farm LH design and construction will comply with the 
following: 

 
(A)  Family projects, where the length of occupancy will 
be: 

 
(1)  Year-round, will meet or exceed the applicable 
development standard. 
 
(2)  Less than 12 months, but more than 6 months, 
will be in substantial conformance with the 
applicable development standard and constructed to 
facilitate conversion of year-round occupancy 
standards. 
 
(3)  Six months or less, may be less than the 
applicable development standard but should be 
constructed in accordance with Exhibit I of this 
subpart. 

 
(B)  Dormitory and other non-family type projects, where 
the length of occupancy will be: 

 
(1)  More than 6 months, will be in substantial 
conformance with the applicable development standard 
and will at least meet or exceed the requirements of 
the Department of Labor, Bureau of Employment 
Security (29 CFR 1910.140). 

 
(2)  Six months or less, will comply with  
§ 1924.5(d)(1)(vi)(A)(3). 
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RD Instruction 1924-A 
§ 1924.5(d)(1) (Con.) 
 

 
(vii) Farm service buildings should be designed and constructed 
for adaptation to the local area.  In designing and locating 
farm service buildings, consideration will be given to 
practices recommended by agriculture colleges, the Extension 
Service (ES), Natural Conservation Resources Service (NCRS) and 
other reliable sources. 

 
(2)  Drawings, specifications, and estimates will fully describe the 
work.  Technical data, tests, or engineering evaluations may be 
required to support the design of the development.  The "Guide for 
Drawings and Specifications," Exhibit C of this subpart, describes 
the drawings and specifications that are to be included in the 
application for building construction, and Subpart C of Part 1924 of 
this chapter describes the drawings that should be included for 
development of building sites.  The specific development standard 
being used, if required under paragraph (d)(1) of this section will 
be identified on all drawings and specifications.  (Revised 6-22-87, 
SPECIAL PN.) 

 
(3)  Materials acceptance shall be the same as described in 
paragraph X of Exhibit B to this subpart.  (Revised 1-27-88, PN 75.)  
 
(4)  Except as provided in paragraphs (d)(4)(i) through (iii) of 
this section, new building construction and additions shall be 
designed and constructed in accordance with the earthquake (seismic) 
requirements of the applicable Agency’s development standard 
(building code).  The analysis and design of structural systems and 
components shall be in accordance with applicable requirements of an 
acceptable model building code.  (Added 01-10-97, SPECIAL PN.) 
 

(i)  Agricultural buildings that are not intended for human 
habitation are exempt from these earthquake (seismic) 
requirements. 
 
(ii)  Single family conventional light wood frame dwellings of 
two stories or 35 feet in height maximum shall be designed and 
constructed in accordance with the 1992 Council of American 
Building Officials (CABO) One and Two Family Dwelling Code or 
the latest edition. 

 
(iii)  Single family housing of masonry design and townhouses 
of wood frame construction and additions financed (either 
directly or through a guarantee) under title V of the Housing 
 

 
 
 
 
8 

(Revision 3) 



RD Instruction 1924-A 
§1924.5(d)(4)(iii)(Con.) 
 

 
 
Act of 1949 are recommended to be designed and constructed in 
accordance with the earthquake (seismic) requirements of one of 
the building codes that provides an equivalent level of safety 
to that contained in the latest edition of the National 
Earthquake Hazard Reduction Program’s (NEHRP) Recommended 
Provisions for the Development of Seismic Regulations for New 
Building (NEHRP Provisions). 

 
(iv)  Acknowledgment of compliance with the applicable seismic 
safety requirements for new construction will be contained in 
the certification of final plans and specification on the 
appropriate Agency form. 
 

(e)  Land development. 
 

(1)  In planning land development, consideration will be given to 
practices, including energy conservation measures, recommended by 
agricultural colleges, ES, NCRS or other reliable sources.  All land 
and water development will conform to applicable laws, ordinances, 
zoning and other applicable regulations including those related to 
soil and water conservation and pollution abatement.  The County 
Supervisor or District Director also will encourage the applicant to 
use any cost-sharing and planning assistance that may be available 
through agricultural conservation programs. 
 
(2)  Site and subdivision planning and development must meet the 
requirements of Subpart C of Part 1924 of this chapter.  
(Revised 6-22-87, SPECIAL PN.) 
 
(3)  Plans and descriptive material will fully describe the work. 
 
(4)  The site planning design, development, installation and set-up 
of manufactured home sites, rental projects and subdivisions shall 
meet the requirements of Exhibit J of this subpart and Subpart C of 
Part 1924 of this chapter.  (Revised 6-22-87, SPECIAL PN.)   
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RD Instruction 1924-A 
§1924.5 (e)(4) (Con.) 
 
 

(i)  Plans for land leveling, irrigation, or drainage should 
include a map of the area to be improved showing the existing 
conditions with respect to soil, topography, elevations, depth 
of topsoil, kind of subsoil, and natural drainage, together 
with the proposed land development. 
 
(ii)  When land development consists of, or includes, the 
conservation and use of water for irrigation or domestic 
purposes, the information submitted to the County Supervisor 
will include a statement as to the source of the water supply, 
right to the use of the water, and the adequacy and quality of 
the supply. 
 

(f)  Responsibilities for planning development.  Planning construction 
and land development and obtaining technical services in connection with 
drawings, specification, and cost estimates are the sole responsibility 
of the applicant, with such assistance form the County Supervisor or 
District Director (whichever is the appropriate loan processing and 
servicing officer for the type of loan involved), as may be necessary to 
be sure that the development is properly planned in order to protect 
Rural Development's security. 
 

(l)  Responsibility of the applicant. 
 

(i)  The applicant will arrange for obtaining any required 
technical services from qualified technicians, tradespeople, 
and recognized plan services, and the applicant will furnish 
the Rural Development sufficient information to describe fully 
the planned development and the manner in which it will be 
accomplished. 
 
(ii)  When items of construction or land development require 
drawings and specification, they will be sufficiently complete 
to avoid any misunderstanding as to extent, kind, and quality 
of work to be performed.  The applicant will provide Rural 
Development with one copy of the drawings and specifications.  
Approval will be indicated by the applicant and acceptance for 
the purposes of the loan indicated by the County Supervisor or 
District Director on all sheets of the drawings and at the end 
of the specifications, and both instruments will be a part of 
the loan docket.  After the loan is closed, the borrower will 
retain a conformed copy of the approved drawings and 
specifications, and provide another conformed copy to the 
contractor.  Items not requiring drawings and specifications 
may be described in narrative form. 
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RD Instruction 1924-A 
§1924.5 (f)(l) (Con.) 
 

(iii)  Rural Development will accept final drawings and 
specifications and any modifications thereof only after the 
documents  
have been certified in writing as being in conformance with the 
applicable development standard if required under paragraph 
(d)(l) of this section.  Certification is required for all 
Single Family Housing (SFH) thermal designs (plans, 
specifications, and calculations).  (Revised 08-26-94, SPECIAL 
PN.) 
 

(A)  Certifications may be accepted from individuals or 
organizations who are trained and experienced in the 
compliance, interpretation or enforcement of the 
applicable development standards for drawings and 
specifications.  Plan certifiers may be any of the 
following: 
 

(1)  Licensed architects, 
 
(2)  Professional engineers, 
 
(3)  Plan reviewers certified by a national model 
code organization listed in Exhibit E to this 
subpart, 
 
(4)  Local building officials authorized to review 
and approve building plans and specifications, or 
 
(5) National codes organizations listed in Exhibit E 
to this subpart. 
 

(B)  The license or authorization of the individual must 
be current at the time of the certification statement.  A 
building permit (except as noted in paragraph 
(f)(l)(iii)(C)(2) of this section) or professional's stamp 
is not an acceptable substitute for the certification 
statement.  However, a code compliance review conducted by 
one of the National recognized code organizations 
indicating no deficiencies or the noted deficiencies have 
been corrected is an acceptable substitute for the 
certification statement. 
 
(C)  For Single Family Housing (one to four family 
dwelling units) Rural Development may also accept drawings 
and specifications that have been certified by: 
 

(1)  Registered Professional Building Designers 
certified by the American Institute of Building 
Design. 
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RD Instruction 1924-A 
§1924.5 (f)(l)(iii)(C) (Con.) 

 
(2)  A local community, if that community has 
adopted, by reference, one of the model building 
codes and has trained official(s) who reviews plans 
as well as inspects construction for compliance as a 
requisite for issuing a building permit.  The 
building permit, issued by the community, may serve 
as evidence of acceptance.  The State Director will 
determine eligible communities and publish, as a 
State supplement to this section, a list of those 
communities that qualify. 
 
(3)  A plan service that provides drawings and 
specifications that are certified by individuals or 
organizations as listed in paragraphs (f)(l)(iii)(A) 
or (f)(l)(iii)(C)(1) and (2) of this section as 
meeting the appropriate State adopted development 
standard. 
 
(4)  Builders/Contractors who provide 10-year 
warranty plans for the specific Rural Development 
financed dwelling unit that meet the requirements of 
Exhibit L of this subpart. 
 
(5)  Builders/Contractors that are approved by the 
United States Department of Housing and Urban 
Development (HUD) for self-certification. 
 

(D)  The modifications of certified drawings or 
specifications must be certified by the same individual or 
organization that certified the original drawings and 
specifications.  If such individual or organization is not 
available, the entire set of modified drawings and 
specifications must be recertified. 
 
(E)  The certification of modifications for single family 
housing (SFH) construction may be waived if the builder 
provides a written statement that the modifications are 
not regulated by the applicable development standard.  The 
County Supervisor may consult with the State Office 
Architect/Engineer as the acceptance of the statement and 
granting a waiver. 
 
(F)  All certifications of final drawings, specifications, 
and calculations shall be on 
Form RD 1924-25, "Plan Certification." 
(Revised 08-26-94, SPECIAL PN.) 
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RD Instruction 1924-A 
§1924.5 (f) (Con.) 
 
 

(2)  Responsibility of the County Supervisor or District Director.  
In accordance with program regulations for loans and grants they are 
required to process, the County Supervisor or District Director, for 
the sole benefit of Rural Development, will: 
 

(i)  Visit each farm or site on which the development is 
proposed.  For an FO loan, the County Supervisor and the 
applicant will determine the items of development necessary to 
put the farm in a livable and operable condition at the outset.  
Prepare Form RD 1924-1, when applicable in accordance with the 
Forms Manual Insert (FMI) for the form, after a complete 
understanding has been reached between the applicant and the 
County Supervisor regarding the development to be accomplished, 
including the dates each item of development will be started 
and completed. 
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RD Instruction 1924-A 
§1924.5 (f) (2) (Con.) 
 
 

(ii)  Notify the loan or grant applicant in writing immediately 
if, after reviewing the preliminary proposal and inspecting the 
site, the proposal is nor acceptable.  If the proposal is 
acceptable, an understanding will be reached with the applicant 
concerning the starting date for each item of development. 
 
(iii)  Discuss with the applicant the Rural Development 
requirements with respect to good construction and land 
development practices. 
 
(iv)  Advise the applicant regarding drawings, specifications, 
cost estimates, and other related material which the applicant 
must submit to the Rural Development for review before the loan 
can be developed.  Advise the applicant of the information 
necessary in the drawings, how the cost estimates should be 
prepared, the number of sets of drawings, specifications, and 
cost estimates required, and the necessity for furnishing such 
information promptly.  Advise the applicant that Rural 
Development will provide appropriate specification forms, Form 
RD 1924-2, "Description of Materials," and Form RD 1924-3, 
"Service Building Specifications."  The applicant may, however, 
use other properly prepared specifications. 
 
(v)  Advise the applicant regarding Publications, plans, 
planning aids, engineering data, and other technical advice and 
assistance available through local, state, and Federal 
agencies, and private individuals and organizations. 
 
(vi)  Review the information furnished by the applicant to 
determine the completeness of the plans, adequacy of the cost 
estimates, suitability and soundness of the proposed 
development. 
 
(vii)  When appropriate, offer suggestions as to how drawings 
and specifications might be altered to improve the facility and 
better serve the needs of the applicant.  The County supervisor 
or District Director may assist the applicant in making 
revisions to the drawings.  When appropriate, the contract 
documents will be forwarded to the State architect/engineer for 
review.  For revisions requiring technical determinations that 
Rural Development is not able to make, the applicant will be 
requested to obtain additional technical assistance. 
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RD Instruction 1924-A 
§1924.5 (f) (2) (Con.) 
 
 

(viii)  Provide the applicant with a written list of changes 
required in the contract documents.  The applicant will submit 
two complete revised (as requested) sets of contract documents, 
for approval.  On one set, the County Supervisor or District 
Director will indicate acceptance on each sheet of the 
drawings, and on the cover of the specifications and all other 
contract documents.  At least the date and the initials of the 
approval official must be shown.  On projects where a 
consulting architect or engineer has been retained, this 
acceptance will be indicated only after the State Director has 
given written authorization.  The marked set of documents shall 
be available at the job site at all times for review by Rural 
Development.  The second set will become part of the loan 
docket. 
 
(ix)  Review the proposed method of doing the work and 
determine whether the work can be performed satisfactorily 
under the proposed method. 
 
(x)  Instruct the applicant not to incur any debts prior to 
loan closing for materials or labor or make any expenditures 
for such purposes with the expectation of being reimbursed from 
loan funds. 
 
(xi)  Instruct the applicant not to commence any construction 
nor cause any supplies or materials to be delivered to the 
construction site prior to loan closing. 
 
(xii)  Under certain conditions prescribed in Exhibit H of this 
subpart, provide the applicant with a copy of the leaflet, 
"Warning - Lead-Based Paint Hazards," which is Attachment 1 of 
Exhibit H (available in any Rural Development office), and the 
warning sheet, "Caution Note on Lead-Based Paint Hazard," which 
is Attachment 2 of Exhibit H (available in any Rural 
Development office). 

 
(g)  Surplus structures and use or sale of timber, sand, or stone.  In 
planning the developments, the applicant and the County Supervisor or 
District Director should, when practicable, plan to use salvage from old 
buildings, timber, sand, gravel, or stone from the property.  The 
borrower may sell surplus buildings, timber, sand, gravel, or stone that 
is not to be used in performing planned development and use net proceeds 
to pay costs of performing planned development work.  In such a case: 

 
(1)  An agreement will be recorded in the narrative of Form RD 
1924-1 which as a minimum will: 
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RD Instruction 1924-A 
§ 1924.5(g)(1) (Con.) 
 
 

(i)  Identify the property to be sold, the estimated net 
proceeds to be received, and the approximate date by which the 
property will be sold. 
 
(ii)  Provide that the borrower will deposit the net proceeds 
in the supervised bank account and apply any funds remaining 
after the development is complete as an extra payment on the 
loan, or in accordance with § 1965.13(f) of subpart A of Part 
1965 of this chapter for farm program loans. 

 
(2)  The agreement will be considered by the Government as modifying 
the mortgage contract to the extent of authorizing and requiring the 
Government to release the identified property subject to the 
conditions stated in the agreement without payment or other 
consideration at the time of release, regardless of whether or not 
the mortgage specifically refers to Form RD 1924-1 or the agreement 
to release. 
 
(3)  If the RD loan will be secured by a junior lien, all prior 
lienholders must give written consent to the proposed sale and the 
use of the net proceeds before the loan is approved. 
 
(4)  Releases requested by the borrower or the buyer will be 
processed in accordance with applicable release procedures 7 CFR 
part 3550, as appropriate.  (Revised 01-23-03, SPECIAL PN.) 

 
(h)  Review prior to performing development work.  For the sole benefit 
of the Agency, prior to beginning development work, the County 
Supervisor or District Director will review planned development with the 
borrower.  Adequacy of the drawings and specifications as well as the 
estimates will be checked to make sure the work can be completed within 
the time limits previously agreed upon and with available bids.  Items 
and quantities of any materials the borrower has agreed to furnish will 
be checked and dates by which each item of development should be started 
will be checked in order that the work may be completed on schedule.  If 
any changes in the plans and specifications are proposed, they should be 
within the general scope of the work as originally planned.  Changes 
must be approved and processed in accordance with §1924.10 of this 
subpart.  The appropriate procedure for performing development should be 
explained to the borrower.  Copies of FmHA forms that will be used 
during the period of construction should be given to the borrower.  The 
borrower should be advised as to the purpose of each form and at that 
period during construction each form will be used. 
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RD Instruction 1924-A 
§ 1924.5 (Con.) 
 
 

(i)  Time of starting development work.  Development work will 
be started as soon as feasible after the loan is closed.  
Except in cases in which advance commitments are made in 
accordance with 7 CFR part 3550 or according to Section  
§ 1924.13(e)(1)(vi)(A) or § 1924.13(e)(2)(ix)(A) of this 
subpart, no commitments with respect to performing planned 
development will be made by the Agency or the applicant before 
the loan is closed.  The applicant will be instructed that 
before the loan is closed, debts should not be incurred for 
labor or materials, or expenditures made for such purposes, 
with the expectation of being reimbursed from loan funds except 
as provided in subpart A of part 1943 of this chapter, 7 CFR 
part 3550, and subpart E of part 1944 of this chapter.  
However, with the prior approval of the National Office, a 
State Supplement may be issued authorizing County Supervisors 
to permit applicants to commence welldrilling operations prior 
to loan closing, provided (1) it is necessary in the area to 
provide the water supply prior to loan closing, (2) the 
applicant agrees in writing to pay with personal funds all 
costs incurred if a satisfactory water supply is not obtained, 
(3) any contractors and suppliers understand and agree that 
loan funds may not be available to make the payment, (4) such 
action will not result under applicable State law in the giving 
of priority to mechanics and materialmen's liens over the later 
recorded RHS mortgage, and (5) RHS does not guarantee that the 
cost will be paid.  (Revised 01-23-03, SPECIAL PN.) 

 
§ 1924.6   Performing development work. 
 
 All construction work will be performed by one, or a combination, of the 
following methods:  Contract, borrower, mutual self-help, or owner-builder.  
All development work must be performed by a person, firm or organization 
qualified to provide the service.  Conditional commitment construction is 
covered under 7 CFR part 3550.  (Revised 01-23-03, SPECIAL PN.) 
 

(a)  Contract method.  This method of development will be used for all 
major construction except in cases where it is clearly not possible to 
obtain a contract at a reasonable or competitive cost.  Work under this 
method is performed in accordance with a written contract. 
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RD Instruction 1924-A 
§1924.6 (a) (Con.) 
 
 

(1)  Forms used.  Form RD 1924-6, "Construction Contract," will be 
used for SFH construction.  Other contract documents for more 
complex construction, acceptable to the loan approval official and 
containing the requirements of Subpart E of Part 1901 of this 
chapter, may be used provided they are customarily used in the area 
and protect the interest of the borrower and the Government with 
respect to compliance with items such as the drawings, 
specifications, payments for work, inspections, completion, 
nondiscrimination in construction work and acceptance of the work.  
If needed, the Office of the General Counsel (OGC) will be 
consulted.  The United States (including Rural Development) will not 
become a party to a construction contract or incur any liability 
under it. 

 
(2)  Contract provisions.  Contracts will have a listing of 
attachments and the provisions of the contract will include: 

 
(i)   The contract sum. 
 
(ii)  The dates for starting and completing the work.   
 
(iii) The amount of liquidated damages to be charged.   
 
(iv)  The amount, method, and frequency of payment.   
 
(v)   Whether or not surety bonds will be provided. 
 
(vi)  The requirement that changes or additions must have prior 
written approval of Rural Development. 

 
(3)   Surety requirements. 

 
(i)  Unless an exception is granted in accordance with 
paragraph (a) (3) (iii) of this section or when interim 
financing will be used, surety that guarantees both payment and 
performance in the amount of the contract will be furnished 
when one or more of the following conditions exist: 

 
(A)  The contract exceeds $100,000. 
 
(B)  The loan approval official determines that a surety 
bond appears advisable to protect the borrower against 
default of the contractor. 
 
(C)  The applicant requests a surety bond. 

 
17 

 
 
(5-12-87)   SPECIAL PN 



RD Instruction 1924-A 
§1924.6 (a) (3) (i) (Con.) 
 
 

(D)  The contract provides for partial payments in excess 
of the mount of 60 percent of the value of the work in 
place. 
 
(E)  The contract provides for partial payments for 
materials suitably stored on the site. 

 
(ii)  If surety bonds are required the construction contract 
must indicate that the contractor will furnish properly 
executed surety bonds prior to the start of any work.  Exhibits 
F and G of this subpart as revised by OGC if necessary to 
comply with local or state statutory requirements will be used 
as the forms of payment bond and performance bond to be 
provided.  Unless noncorporate surety is provided, the surety 
bonds may only be obtained from a corporate bonding company 
listed on the current Department of the Treasury Circular 570 
(published annually in the Federal Register), as holding a 
certificate of authority as an acceptable surety on Federal 
bonds and as legally doing business in the State where the land 
is located.  Noncorporate sureties are not recommended and the 
State Director will be responsible for determining the 
acceptability of the individual or individuals proposed as 
sureties on the bonds.  The State Director must determine that 
an individual or individuals proposed as sureties must have 
cash or other liquid assets easily convertible to cash in an 
amount at least equal to 25 percent more than the contract 
amount in order to be acceptable.  The individual(s) will 
pledge such liquid assets in an mount equal to the contract 
amount.  Fees charged for noncorporate sureties may nor exceed 
fees charged by corporate sureties on bonds of equal amount 
and, in no case, may surety be provided by the applicant or any 
person or organization with an identity of interest in the 
applicant's operation.  The United States (including Rural 
Development) will incur no liability related in any way to a 
performance or payment bond provided in connection with a 
construction contract.  Rural Development will be named as co-
obligee in the performance and payment bonds unless prohibited 
by state law. 
 
(iii)  When an experienced and reliable contractor cannot 
obtain payment and performance bonds meeting the surety 
requirements of paragraph (a) (3) (ii) of this section, the 
State Director may entertain a request from the applicant for 
an exception to the surety requirements.  The applicant's 
request must specifically state why the proposed contractor is 
unable to obtain payment and performance bonds meeting the 
surety requirements, and why it is financially advantageous for 
the applicant to award the contract to the proposed contractor 
without the required bonds. 
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RD instruction 1924-A 
§1924.6 (a) (3) (iii) (Con.) 
 

If the applicant's request is reasonable and justified, and if 
the proposed contractor is reliable and experienced in the 
construction of projects of similar size, design, scope, and 
complexity, the State Director may grant an exception to the 
surety requirements for loans or grants within the State 
Director's approval authority and accept one or a combination 
of the following: 

 
(A)  An unconditional and irrevocable letter of credit 
issued by a lending institution which has been reviewed 
and approved by OGC.  In such cases, the construction 
contract must indicate that the contractor will furnish a 
properly executed letter of credit from a lending 
institution acceptable to Rural Development prior to the 
start of any work.  The letter of credit must retain in 
effect until the date of final acceptance of work by the 
owner and Rural Development.  In addition, the letter of 
credit must stipulate that the lending institution, upon 
written notification by Rural Development of the 
contractor's failure to perform under the terms of the 
contract, will advance rounds up to the amount of the 
contract (including all Rural Development approved 
contract change orders) to satisfy all prior debts 
incurred by the contractor in performing the contract and 
all funds necessary to complete the work.  Payments may be 
made to the contractor in accordance with paragraph (a) 
(12) (i) (C) of this section as if full surety bonds were 
being provided. 
 
(B)  If a letter of credit satisfying the conditions of 
paragraph (A) cannot be obtained, the State Director may 
accept a deposit in the amount of the contract, into an 
interest or non-interest bearing supervised bank account.  
In such cases, the construction contract must indicate 
that the contractor will furnish the required deposit 
prior to the start of any work and that the funds shall 
remain on deposit until final acceptance of work by the 
owner and Rural Development.  Payments may be made to the 
contractor in accordance with paragraph (a) (12) (i) (C) 
of this section as if full surety bonds were being 
provided. 
 
(C)  When the provisions of paragraphs (a) (3) (iii) (A) 
or (B) of this section can be met except that a surety 
bond, a letter of credit, and/or deposits are not 
obtainable in full amount of the contract, the State 
Director may accept an amount less than the full amount of 
the contract provided all of the following conditions are 
met: 
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RD Instruction 1924-A 
§1924.6 (a) (3) (iii) (C) (Con.) 
 
 

(1)  The contractor provides a surety bond, a letter 
of credit, or deposits in the greatest amount 
possible, and provides documentation indicating the 
reasons why amounts exceeding the proposed amount 
cannot be provided. 
 
(2)  The applicant agrees to the amount of the surety 
bond, letter of credit, or deposits proposed, and the 
State Director determines that the applicant has the 
financial capability to withstand any financial loss 
due to default of the contractor. 
 
(3)  In the opinion of the State Director, the 
proposed amount and the method of payment will 
provide adequate protection for the borrower and the 
Government against default of the contractor. 
 
(4)  The contract provides for partial payments not 
to exceed 90 percent of the value of the work in 
place for that portion of the total contract which is 
guaranteed by an acceptable surety bond, letter of 
credit, or deposits, and partial payments not to 
exceed 60 percent of the value of the work in place 
for that portion of the total contract which is not 
guaranteed by surety, letter of credit, or deposits. 

 
Example: 
 
Contractor has a surety bond which guarantees payment 
and performance in an amount of $150,000 which 
represents 75 percent of the total contract amount of 
$200,000.  The contractor's first request for payment 
appears thus: 
 
-  value of work in place is $10,000. 
 
-  payment for work guaranteed by surety=  
   75 percent x $10,000 x 90 percent    = $6,750
 
-  Payment for work not guaranteed by surety= 
   25 percent x $10,000 x 60 percent    = $1,500
 
-  Authorized payment                   = $8,250 
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§1924.6(a)(3)(iii)(C)(4) (Con.) RD Instruction 1924-A 
  

(Each partial payment shall reflect values for work 
guaranteed by surety, letter of credit, or deposits, 
and work not so guaranteed). 

 
(iv)  In cases where the contractor does not obtain payment and 
performance bonds in accordance with the surety requirements of 
paragraph (a)(3)(ii) of this section, or where an exception to 
the surety requirements is granted by the State Director, the 
following steps will be taken to protect the borrower and the 
government against latent obligations or defects in connection 
with the construction:  (Revised 10-30-96, PN 267.) 

 
(A)  The contractor will furnish a properly executed 
corporate latent defects bond or a maintenance bond in the 
amount of 10 percent of the construction contract; or 
 
(B)  An unconditional and irrevocable letter of credit in 
the amount of 10 percent of the construction contract 
issued by a lending institution which has been reviewed 
and approved by OGC; or 
 
(C)  A cash deposit into an interest or non-interest 
bearing supervised bank account in the amount of 10 
percent of the construction contract; 
 
(D)  The period of protection against latent obligations 
and/or defects shall be one year from the date of final 
acceptance of work by the owner and RHS; 
 
(E)  Final payment shall not be rendered to the contractor 
until the provisions of paragraphs (a)(3)(iv)(A), (B) or 
(C) of this section have been met; 
 
(F)  The contract will contain a clause indicating that 
the contractor agrees to provide surety or guarantee 
acceptable to the owner and RHS against latent obligations 
and/or defects in connection with the construction. 

 
(4)  Equal Opportunity.  Section 1901.205 of subpart E of part 1901 
of this chapter applies to all loans or grants involving 
construction contracts and subcontracts in excess of $10,000. 
 
(5)  Labor Standards Provisions.  The provisions of the Davis-Bacon 
and other related Acts, which are published in the Department of 
Labor regulations (29 CFR, parts 1, 3 and 5), will apply when the 
contract involves either LH grant assistance, or 9 or more units in 
a project being assisted under the HUD Section 8 housing assistance 
payment program for new construction.  (Revised 10-30-96, PN 267.) 
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RD Instruction 1924-A 
§1924.6(a) (Con.) 
 
 

(6)  Historical and archaeological preservation.  The provisions of 
subpart F of part 1901 of this chapter concerning the protection of 
historical and archaeological properties will apply to all 
construction financed, in whole or in part, by RHS loans and grants.  
These provisions have special applicability to development in areas 
designated by NRCS as Resource Conservation and Development (RC&D) 
areas. (See part 1942, subpart I of this chapter)   
(Revised 10-30-96, PN 267.) 
 
(7)  Air and water acts.  Under Executive Order 11738, all loans or 
grants involving construction contracts for more than $100,000 must 
meet all the requirements of Section 114 of the Clean Air Act (42 
U.S.C. 7414) and section 308 of the Water Pollution Control Act (33 
U.S.C., section 1813).  The contract should contain provisions 
obligating the contractor as a condition for the award of the 
contract as follows: 

 
(i)  To notify the owner of the receipt of any communication 
from Environmental Protection Agency (EPA) indicating that a 
facility to be utilized in the performance of the contract is 
under consideration to be listed on the EPA list of Violating 
Facilities.  Prompt notification is required prior to contract 
award. 
 
(ii)  To certify that any facility to be utilized in the 
performance of any nonexempt contractor subcontract is not 
listed on the EPA list of Violating Facilities as of the date 
of contract award. 
 
(iii)  To include or cause to be included the above criteria 
and requirements of paragraphs (a)(7)(i) and (ii) of this 
section in every nonexempt subcontract, and that the contractor 
will take such action as the Government may direct as a means 
of enforcing such provisions. 

 
(8)  Architectural barriers.  In accordance with the Architectural 
Barriers Act of 1968, (Pub. L. 90-480) as implemented by the General 
Services Administration regulations (41 CFR 101-19.6) and section 
504 of the Rehabilitation Act of 1973 (Pub. L. 93-112) as 
implemented by 7 CFR, parts 15 and 15b, all facilities financed with 
RHS loans and grants and which are accessible to the public or in 
which people with disabilities may be employed or reside must be 
developed in compliance with this Act.  Copies of the Act and 
Federal accessibility design standards may be obtained from the 
Executive Director, Architectural and Transportation Barriers 
Compliance Board, Washington, D.C. 20201.  (Revised 10-30-96, 
PN 267.) 
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RD Instruction 1924-A 
§1924.6 (a) (9) 

(9)  National Environmental Policy Act.  The provisions of Subpart G 
of Part 1940 of this chapter concerning environmental requirements 
will apply to all loans and grants including those being assisted 
under the HUD Section 8 housing assistance payment program for new 
construction. 
 
(10)  Obtaining bids and selecting a contractor. 

 
(i)  The applicant may select a contractor and negotiate a 
contract or contact several contractors and request each to 
submit a bid.  For complex construction projects, refer also to 
§1924.13 (e) of this subpart. 
 
(ii)  When a price has already been negotiated or an applicant 
and a contractor, the County Supervisor, District Director or 
other appropriate Rural Development official will review the 
proposed contract.  If the contractor is qualified to perform 
the development and provide a warranty of the work and the 
price compares favorably with the cost of similar construction 
in the area, further negotiation is unnecessary.  If the Rural 
Development official determines the price is too high or 
otherwise unreasonable, the applicant will be requested to 
negotiate further with the contractor.  If a reasonable price 
cannot be negotiated or if the contractor is not qualified, the 
applicant will be requested to obtain competitive bids. 
 
(iii)  When an applicant has a proposed development plan and no 
contractor in mind, competitive bidding will be encouraged.  
The applicant should obtain bids from as many qualified 
contractors, dealers or tradespeople as feasible depending on 
the method and type of construction. 
 
(iv)  If the award of the contract is by competitive bidding, 
Form RD 1924-5, "Invitation for Bid (Construction Contract)," 
or another similar invitation bid form containing the 
requirements of Subpart E of Part 1901 of this chapter, may be 
used.  All contractors from whom bids are requested should be 
informed of all conditions of the contract including the time 
and place of opening bids.  Conditions shall not be established 
which would give preference to a specific bidder or type of 
bidder.  When applicable, copies of Forms RD 1924-6 and RD 400-
6, "Compliance Statement," also should be provided to the 
prospective bidders. 

 
(11)  Awarding the contract.  The borrower, with the assistance of 
the County Supervisor or District Director, will consider the amount 
of the bids or proposals, and all conditions which were listed in 
the "Invitation for Bid."  On the basis of these considerations, the 
borrower will select and notify the lowest responsible bidder. 
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(i)  Before work commences, the County Supervisor, District 
Director or other Rural Development employee having knowledge 
of contracts and construction practices will hold a 
preconstruction conference with the borrower(s), contractor and 
architect/engineer (if applicable).  The purpose of the 
conference is to reach a mutual understanding of each party's 
responsibilities under the terms and conditions of the contract 
documents and the loan agreement during the construction and 
warranty periods.  Form RD 1924-16, "Record of Preconstruction 
Conference," may be used as a guide for an agenda. 
 
(ii)  A summary of the items covered will be entered in the 
running case record. 
 
(iii)  The contract will then be prepared, signed and copies 
distributed in accordance with the FMI for Form RD 1924-6. 
 
(iv)  After a borrower/contractor's contract or subcontract in 
excess of $10.000 is received in the Rural Development County 
or District Office, the responsible Rural Development official 
will send within 10 calendar days of the date of the contract 
or subcontract, a report similar in form and content to Exhibit 
C of Subpart E of Part 1901 of this chapter to the Area 
Director, Office of Federal Contract Compliance Programs, U. S. 
Department of labor, at the applicable address listed in 
Exhibit E, Subpart E of Part 1901 of this chapter.  The report 
must contain, at least, the following information:  
Contractor's name, address and telephone number; employer's 
identification number; amount, starting date and planned 
completion date of the contract; contract number; and city and 
DOL region of the contract site.  The information for this 
report should be obtained from the contractor when the contract 
is awarded. 

 
(12)  Payments for work done by the contract method. 

 
(i)  Payments will be made in accordance with one of the 
following methods unless prohibited by state statute, in which 
case the State Director shall issue a State Supplement to this 
section: 

 
(A)  The "One Lump-Sum" payment method will be used when 
the payment will be made in one lump-sum for the whole 
contract. 
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(B)  The "Partial payments not to exceed 60 percent of the 
value of the work in place" payment method will be used 
when the contractor does not provide surety bond, a letter 
of credit, or deposits. 
 
(C)  The "Partial payments in the amount of 90 percent of 
the value of the work in place and of the value of the 
materials suitably stored at the site" payment method will 
be used when the contractor provides a surety bond equal 
to the total contract amount. 
 
(D)  The "Partial payments which reflect the portions of 
the contract amount which is guaranteed" method will be 
used when the contractor provides surety bonds, a letter 
of credit, or deposits less than the total amount of the 
contract in accordance with the provisions of paragraph 
(a)(3)(iii)(C) of this section. 

 
(ii)  When Form RD 1924-6 is used, the appropriate payment 
clause will be checked and the other payment clauses not used 
will be effectively crossed out. 
 
(iii)  When a contract form other than Form RD 1924-6 is used, 
the payment clause must conform with paragraph (a) (12)(i) of 
this section and the appropriate clause as set forth in Form RD 
1924-6. 
 
(iv)  The borrower and Rural Development must take 
precautionary measures to see that all payments made to the 
contractor are properly applied against bills for materials and 
labor procured under the contract.  Prior to making any partial 
payment on any contract where a surety bond is not used, the 
contractor will be required to furnish the borrower and the 
Rural Development with a statement showing the total amount 
owed to date for materials and labor procured under the 
contract.  The contractor also may be required to submit 
evidence showing that previous partial payments were applied 
properly.  When the borrower and the County supervisor or 
District Director have reason to believe that partial payments 
may not be applied properly, checks may be made jointly to the 
contractor and persons who furnished materials and labor in 
connection with the contract. 
 
(v)  When partial payments are requested of the contractor and 
approved by the owner, the amount of the partial payment will 
be determined by one of the following methods: 

 
(A)  Based upon the percentage completed as shown on a 
recently completed and properly executed Form RD 1924-12, 
"Inspection Report." 
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(B)  When the structure will be covered by an insured 10-
year warranty, the insurer's construction inspector must 
provide Rural Development with any available copies of 
instruction reports showing percentage of completion 
immediately after the inspections are completed.  To make 
partial payments when copies of inspection reports are not 
available, the responsible Rural Development official will 
make the inspections or will be guided by the provisions 
of §1924.6 (a) (12) (v) (C) of this subpart.  If further 
assistance is deemed necessary to justify partial 
payments, the Rural Development official may make onsite 
inspections or require additional information. 
 
(C)  Based upon an application for payment containing an 
estimate of the value of work in place which has been 
prepared by the contractor and accepted by the borrower 
and Rural Development.  When the contract provides for 
partial payments for materials satisfactorily stored at 
the site, the application for payment may include these 
item.  Prior to receiving the first partial payment, the 
contractor should be required to submit a list of major 
subcontractors and suppliers and a schedule of prices or 
values of the various phases of the work aggregating the 
total sum of the contract such as excavation, foundations, 
framing, roofing, siding, mill work, painting, plumbing, 
heating, electric wiring, etc., made out in such form as 
agreed upon by the borrower, Rural Development, and the 
contractor.  In applying for payments, the contractor 
should submit a statement based upon this schedule.  See 
Exhibit A of this subpart for guidance in reviewing the 
contractor's schedule of prices and estimating the value 
of the work in place. 

 
(vi)  Final payment. 

 
(A)  When the structure will be covered by an insured 10-
year warranty, the insurer must provide an insured 10-year 
warranty policy (or a binder if the policy is not 
available) before final payment is made to the builder. 
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(B)  Final payment of the amount due on the contract or 
disbursal of the Rural Development loan funds where an 
interim loan was used will be made only upon completion of 
the entire contract, final inspection by Rural 
Development, acceptance of the work by Rural Development 
and the borrower, issuance of any and all final permits 
and approvals for the use and occupancy of the structure 
by any applicable state and local governmental 
authorities, and compliance by the contractor with all 
terms and conditions of the contract.  In the event the 
work of construction is delayed or interrupted by reason 
of fire, flood, unusually stormy weather, war, riot, 
strike, an order, requisition or regulation of any 
governmental body (excluding delays related to possible 
defects in the contractor's performance and excluding 
delays caused by the necessity of securing building 
permits or any required inspection procedures corrected 
therewith) or other contingencies reasonably unforeseeable 
and beyond the reasonable control of the contractor, then 
with the written consent of Rural Development, the date of 
completion of the work may be extended by the owner by the 
period of such delay, provided that the contractor shall 
give the owner and Rural Development written notice within 
72 hours of the occurrence of the event causing the delay 
or interruption. 
 
(C)  Prior to making final payment on the contract when a 
surety bond is nor used or disbursing the Rural 
Development loan funds when an interim loan was used, 
Rural Development will be provided with a Form RD 1924-9, 
"Certificate of Contractor's Release," and Form RD 1924-
10, "Release by Claimants," executed by all persons who 
furnished materials or labor in connection with the 
contract.  The borrower should furnish the contractor with 
a copy of the "Release by Claimants" form at the beginning 
of the work in order that the contractor may obtain these 
releases as the work progresses. 

 
(1)  If such releases cannot be obtained, the funds 
may be disbursed provided all the following can be 
met: 

 
(i)  Release statements to the extent possible 
are obtained; 
 
(ii)  The interests of Rural Development can be 
adequately protected and its security position 
is not impaired; and 
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(iii)  Adequate provisions are made for handling 
the unpaid account by withholding or escrowing 
sufficient funds to pay any such clams or 
obtaining a release bond. 

 
(2)  The State Director may issue a State Supplement 
which will: 

 
(i)  Not require the use of Form RD 1924-10.  
If, under existing state statures, the 
furnishing of labor and materials gives no right 
to a lien against the property, or 
 
(ii)  Provide an alternative method to protect 
against mechanic's and materialmen's liens.  In 
this case, the use of Form RD 1924-10 is 
optional. 

 
(b)  Borrower method.  The borrower method means performance of work by 
or under the direction of the borrower, using one or more of the ways 
specified in this paragraph.  Development work may be performed by the 
borrower method only when it is not practicable to do the work by the 
contract method; the borrower possesses or arranges through an approved 
self-help plan for the necessary skill and managerial ability to 
complete the work satisfactorily; such work will not interfere seriously 
with the borrower's farming operation or work schedule, and the County 
Office caseload will permit a County Supervisor to properly advise the 
borrower and inspect the work. 

 
(1)   Ways of performing the work.  The borrower will:   

 
(i)  Purchase the material and equipment and do the work. 
 
(ii)  Utilize lump-sum, agreements for (A) minor items or minor 
portions of items of development, the total cost of which does 
not exceed $5,000 per agreement, such as labor, material, or 
labor and material for small service buildings, repair jobs, or 
land development; or (B) material and equipment which involve a 
single trade and will be installed by the seller, such as the 
purchase and installation of heating facilities, electric 
wiring, wells, painting, liming, or sodding.  All agreements 
will be in writing, however, the County Supervisor may make an 
exception to this requirement when the agreement involves a 
relatively small amount. 
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(2)  Acceptance and storage of material on site.  The County 
Supervisor will advise the borrower that the acceptance of material 
as delivered to the site and the proper storage of material will be 
the borrower's responsibility. 
 
(3)  Payment for work done by the borrower method. 

 
(i)  Payments for labor.  Before the County Supervisor 
countersigns checks for labor, the borrower must submit a 
completed Form RD 1924-11, "Statement of Labor Performed," for 
each worker performing labor during the pay period.  
Ordinarily, checks for labor will be made payable to the 
workers involved.  However, under justifiable circumstances, 
when the borrower has paid for labor with personal funds and 
has obtained signatures of workers on Form RD 1924-11 as having 
received payment, the County Supervisor may countersign a check 
made payable to the borrower for reimbursement of these 
expenditures.  Under no circumstances will the County 
Supervisor permit loan funds or funds withdrawn from the 
supervised bank account to be used to pay the borrower for the 
borrower's own labor or labor performed by any member of the 
borrower's household. 
 
(ii)  Payments for equipment, material or lump-sum agreements. 

 
(A)  Before countersigning checks for equipment or 
materials, the County Supervisor must normally have an 
invoice from the seller covering the equipment or 
materials to be purchased.  When an invoice is not 
available at the time the check is issued, an itemized 
statement of the equipment or materials to be purchased 
may be substituted until a paid invoice from the seller 
is submitted, at which time the prepurchase statement may 
be destroyed. 
 
(B)  When an invoice is available at the time the check 
is drawn, the check will include a reference to the 
invoice number, the invoice date if unnumbered and, if 
necessary, the purpose of the expenditure. 
 
(C)  The check number and date of payment will be 
indicated on the appropriate Form RD 1924-11, invoice, 
itemized statement of equipment or materials and/or lump-
sum agreement. 
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(D)  Ordinarily, checks for equipment or materials will 
be made payable to the seller.  Under justifiable 
circumstances, when the borrower has paid for equipment 
or materials with personal funds and furnished a paid 
invoice, the County Supervisor may countersign a check 
made payable to the borrower for reimbursement of these 
expenses. 
 
(E)  When an invoice includes equipment or materials for 
more than one item of development, the appropriate part 
of the cost to be charged against each item of 
development will be indicated on the invoice by the 
borrower, with the assistance of the County Supervisor. 
 
(F)  Payment made under lump-sum agreements will be made 
only when all items of equipment and materials have been 
furnished, labor has been performed as agreed upon, and 
the work has been accepted by the borrower and the 
Agency. 
 
(G)  Each paid Form RD 1924-11, invoice, itemized 
statement for equipment or material and/or lump-sum 
agreement will be given to the borrower in accordance 
with the FMI. 

 
(c)  Mutual self-help method.  The mutual self-help method is 
performance of work by a group of families by mutual labor under the 
direction of a construction supervisor, as described in 7 CFR part 3550.  
The ways of doing the work, buying materials, and contracting for 
special services are like those used for the borrower method.  Materials 
can be bought jointly by the group of families, but payments will be 
made individually by each family.  In the case of RH loans to families 
being assisted by Self-Help Technical Assistance (TA) grants in 
accordance with subpart I of part 1944 of this chapter, the County 
Supervisor may countersign checks for materials and necessary contract 
work made payable directly to the TA grantee, provided the District 
Director determines that:  (Revised 01-23-03, SPECIAL PN.) 

 
(1)  The grantee acts in the same capacity as a construction manager 
in the group Purchase of material and services. 
 
(2)  The grantee has an adequate bookkeeping system approved by the 
District Director to assure that funds in each RH account are 
properly distributed and maintained. 
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(3)  The grantee receives no compensation in the way of profit or 
overhead for this service and all discounts and rebates received in 
connection with the purchase of materials or services are passed on 
to the participating families. 
 
(4)  The grantee has a record-keeping system which shows that the 
costs of the materials and services were prorated to each borrower's 
account in relation to the actual material and service used by each 
borrower. 

 
(d)  Owner-builder method.  This method of construction applies only to 
RRH loans made under Subpart E of Part 1944 of this chapter.  
Regulations governing this method are found at § 1924.13(e)(2) of this 
subpart. 

 
§ 1924.7  [Reserved] 
 
§ 1924.8  Development work for modular/panelized housing units. 
 

(a)  Exhibit B of this subpart applies to all loans involving 
modular/panelized housing units. 
 
(b)  Complete drawings and specifications will be required as prescribed 
in Exhibit C of this subpart.  Each set of drawings will contain the 
design of the foundation system required for the soil and slope 
conditions of the particular site on which the modular/panelized house 
is to be placed. 
 
(c)  The manufacturer will provide a certification (Exhibit B, 
Attachment 5 of this subpart), stating that the building has been built 
substantially in accordance with the drawings and specifications.  The 
builder will also provide a certification that the onsite work complies 
with drawings, specifications, and the applicable development standard 
(Exhibit B, Attachment 5 of this subpart). 
 
(d)  Responsibility for field inspections will be in accordance with 
§1924.9 (a) of this subpart.  Frequency and timing of inspections will 
be in accordance with § 1924.9(a) of this subpart, except that the  
Stage 2 inspection should be made during the time and in no case later 
than two working days after the crews commence work on the site and the 
house is being erected or placed on the foundation, to determine 
compliance with the accepted drawings and specifications. 
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(e)  Periodic plant inspections will be performed in accordance with 
paragraphs II and III Exhibit B of this subpart.  Agency employees 
responsible for inspections in the area in which the manufacturing plant 
or material supply yard is located will perform such inspections as 
deemed necessary under paragraph III of Exhibit B of this subpart. 

 
(1)  Plant inspections will be made if the type construction method 
used could restrict adequate inspections on the building site. 
 
(2)  Plant inspections will be made as often as necessary; however, 
after initial inspection and acceptance of the unit, only when it 
appears advisable to ascertain the performance and continuing 
stability of accepted materials and construction. 

 
(f)  Only one contract will be accepted for the completed house on the 
site owned or to be bought by the borrower.  The manufacturer of the 
house or the manufacturer's agent may be the prime contractor for 
delivery and erection of the house on the site or a builder may contract 
with the borrower for the complete house in place on the site.  Such 
contracts should provide that payments will be made only for work in 
place on the borrower's site. 
 
(g)  Payments for modular/panelized units will be made in accordance 
with the terms of the contract and in compliance with § 1924.6(a)(12) of 
this subpart. 

 
§ 1924.9  Inspection of development work. 
 
The following policies will govern the inspection of all development work. 
 

(a)  Responsibility for inspection.  The County Supervisor or the 
District Director, accompanied by the borrower when practicable, will 
make final inspection of all development work and periodic inspections 
as appropriate to protect the security interest of the government.  In 
this respect, inspections other than final inspections, may be conducted 
by other qualified persons as authorized in paragraph (d) of this 
section, in 7 CFR part 3550, in RD Instruction 2024-A (available in any 
Rural Development Office), and as authorized under other agreements 
executed by, or authorized by, the National Office.  The borrower will 
be responsible for making inspections necessary to protect the 
borrower's interest.  Agency inspections are not to assure the borrower 
that the house is built in accordance with the plans and specifications.  
The inspections create or imply no duty or obligation  
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to the particular borrower.  Agency inspections are for the dual purpose 
of determining that the Agency has adequate security for its loan and is 
achieving the statutory goal of providing adequate housing.  If 
difficult technical problems are encountered, the County Supervisor or 
District Director should request the assistance of the State Office or a 
qualified technician from SCS or the State University Cooperative 
Extension Service.  (Revised 01-23-03, SPECIAL PN.) 

 
(b)  Frequency of inspections.  The County Supervisor or District 
Director will inspect development work as frequently as necessary to 
assess that construction and land development conforms to the drawings 
and specifications.  The final inspection will be made at the earliest 
possible date after completion of the planned development.  When several 
major items of development are involved, final inspection will be made 
upon completion of each item. 

 
(1)  For new buildings and additions to existing buildings, 
inspections will be made at the following stages of construction and 
at such other stages of construction as determined by the County 
Supervisor or District Director except as modified by paragraph 
(b)(3) of this section. 

 
(i)  Stage 1.  Customarily, the initial inspection in 
construction cases is made just prior to or during the 
placement of concrete footings or monolithic footings and floor 
slabs.  At this point, foundation excavations are complete, 
forms or trenches and steel are ready for concrete placement 
and the subsurface installation is roughed in.  However, when 
it is not practicable to make the initial inspection prior to 
or during the placement of concrete, the County Supervisor or 
District Director will make the initial inspection as soon as 
possible after the placement of concrete and before any 
backfill is in place. 
 
(ii)  Stage 2.  The Stage 2 inspection will be made when the 
building is enclosed, structural members are still exposed, 
roughing in for heating, plumbing, and electrical work is in 
place and visible, and wall insulation and vapor barriers are 
installed.  Customarily, this is prior to installation of brick 
veneer or any interior finish which could include lath, 
wallboard and finish flooring. 
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(iii)  Stage 3.  The final inspection will be made when all  
on-site and off-site development has been completed and the 
structure is ready for occupancy or its intended use. 

 
(2)  For rehabilitation of existing buildings, inspections will be 
made in accordance with paragraphs (b)(l)(ii) and (iii) of this 
section, and at such other stages of construction to assure that 
construction is being performed in a professional manner and in 
accordance with the CFSA and/or RHCDS approved drawings and 
specifications. 
 
(3)  For new construction when the structure will be covered by an 
insured 10-year warranty plan as described in Exhibit L of this 
subpart, only the final inspection is required, except in cases when 
partial payments are required then the provisions of  
§ 1924.6(a)(12)(v) of this subpart will be followed. 
 
(4)  Arrangements should be made to have the borrower join the 
County Supervisor or the District Director in making periodic 
inspections as often as necessary to provide a mutual understanding 
with regard to the progress and performance of the work. 
 
(5)  The borrower should make enough periodic visits to the site to 
be familiar with the progress and performance of the work, in order 
to protect the borrower's interest.  If the borrower observes or 
otherwise becomes aware of any fault or defect in the work or 
nonconformance with the contract documents, the borrower should give 
prompt written notice thereof to the contractor with a copy to the 
County Supervisor or District Director responsible for servicing the 
type of loan or grant involved. 
 
(6)  The borrower should, when practicable, join the County 
Supervisor or District Director in making all final inspections. 
 
(7)  When irrigation equipment and materials are to be purchased and 
installed, a performance test under actual operating conditions by 
the person or firm making the installation should be required before 
final acceptance is made.  The test should be conducted in the 
presence of the borrower, a qualified technician, and, when 
practicable, the County Supervisor or District Director.  If the 
CFSA official is not present at the performance test, he or she 
should request the technician to furnish a report as to whether or 
not the installation meets the requirements of the plans and 
specifications. 
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(8)  For irrigation and drainage construction or any dwelling 
construction where part or all of the work will be buried or 
backfilled, interim inspections should be made at such stages of 
construction that compliance with plans and specifications can be 
determined. 

 
(c)  Recording inspections and correction of deficiencies.  All periodic 
and final inspections made by the County Supervisor or District Director 
will be recorded on Form RD 1924-12 in accordance with the FMI.  The 
County Supervisor or District Director will be responsible for following 
up on the correction of deficiencies reported on Form RD 1924-12.  When 
an architect/ engineer is providing services on a project, the District 
Director should notify the architect/engineer immediately of any fault 
or defect observed in the work or of any nonconformment with the 
contract document.  If the borrower or the contractor refuses to correct 
the deficiencies, the District Director will report the facts to the 
State Director who will determine the action to be taken.  No inspection 
will be recorded as a final inspection until all deficiencies or 
nonconforming conditions have been corrected. 

 
(d)  Acceptance by responsible public authority.  When local (city) 
county, state, or other public authority) codes and ordinances require 
inspections, final acceptance by the local authority having jurisdiction 
will be required prior to final inspection or acceptance by Rural 
Development. 
 
(e)  Acceptance by project architect.  If architectural services 
pursuant to §1924.13 (a) of this subpart have been obtained, final 
acceptance by the project architect pursuant to §1924.13 (a) (5) (v) of 
this subpart will be required prior to acceptance by Rural Development. 

 
§1924.10  Making changes in the planned development. 
 
The borrower may request changes in the planned development in accordance with 
this section. 
 

(a)  Authority of the County Supervisor.  The County Supervisor is 
authorized to approve changes in the planned development involving loans 
and grants within the County Supervisor's approval authority provided: 

 
(1)  The change is for an authorized purpose and within the scope of 
the original proposal. 
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(2)  Sufficient funds are deposited in the borrower's supervised 
bank account or with the interim letter, as appropriate, to cover 
the contemplated changes when the change involves additional funds 
to be furnished by the borrower. 
 
(3)  The change will not adversely affect the soundness of the 
operation or Rural Development's security.  If uncertain as to the 
probable effect the change would have on the soundness of the 
operation or Rural Development security, the County Supervisor will 
obtain advice from the District Director on whether to approve the 
change. 
 
(4)  If a surety bond has been provided on the full amount of the 
construction contract, the aggregate amount of all contract change 
orders on Form RD 1924-7, "Contract Change Order," or other 
acceptable form will not exceed 20 percent of the original contract 
mount.  Change orders for contracts on which a surety bond has been 
provided which increases the original contract amount by more than 
20 percent may only be approved if additional surety is provided in 
the full revised amount of the contract.  For purposes of this 
paragraph, letters of credit and deposits are not considered surety. 
 
(5)  Change orders for contracts on which letters of credit or 
deposits have been provided on the full amount of the contract which 
will increase the original contract amount are approved only if 
additional letters of credit or deposits are provided in the full 
revised amount of the contract. 
 
(6)  Modifications have been certified in accordance with §1924.5 
(f) (1) (iii) or certification has been waived in accordance with 
§1924.5 (f) (1) (iii) (C) of this subpart. 

 
(b)  Authority of the District Director.  The District Director is 
authorized to approve changes in the developing planned with RRH, RCH, 
and RHS loans and LH loans and grants within the District Director's 
approval authority, provided the conditions in §1924.10 (a) have been 
met.  For such loans in excess of the District Director's approval 
authority, the borrower's request with the District Director's 
recommendation will be forwarded to the State Director for 
consideration. 
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(c)  Recording changes in the planned development. 
 

(1)  Changes should be accomplished only after Rural Development 
written approval.  Changes will not be included in payment requests 
until approved by the borrower; the contractor, if applicable; the 
architect/engineer, if applicable; and the Rural Development loan 
approval official.  Examples of changes requiring documentation are: 

 
(i)  Any changes in labor and materials and their respective 
costs. 
 
(ii)   Changes in facility design. 
 
(iii)  Any decrease or increase in unit-price on final 
measurements that are different from those shown in the bidding 
schedule. 
 
(iv)  Any increase or decrease in the time to complete the 
project. 

 
(2)  All changes shall be recorded in chronological order as 
follows: 

 
(i)  Contract method.  Changes shall be numbered in sequence as 
they occur using Form RD 1924-7 with necessary attachments. 
 
(ii)  Borrower method.  An increase or decrease in the cash 
cost, extension of time, transfer of funds between items, or an 
addition or deletion of items of development, will be 
summarized on the front of Form RD 1924-1 by striking through 
the original figures on items and writing in the changes.  
Changes made in the "Development Plan" in the working drawings, 
or in the plans and specifications will be dated and initialed 
by all parties. 
 
(iii)  Mutual self-help method.  [See paragraph (c) (2) (ii) of 
this section.] 
 
(iv)  Owner-builder method.  [See paragraph (c) (2) (i) of this 
section.] 

 
(3)  All changes in facility design and/or materials must be 
certified in accordance with §1924.5 (f) (1) (iii) of this subpart. 
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§1924.11   District Director's review of incomplete development. 
 
During monthly District Office work organization meetings and during regular 
visits to the County Office, the District Director will review the progress 
that is being made in completing development financed with loans within the 
district Director's and County Supervisor's responsibility. 
 

(a)  Once each year the District Director will make a comprehensive 
review of all development work not completed within the time scheduled.  
For incomplete development financed with loan or grant funds within the 
responsibility of the District Director, the District Director will take 
the necessary actions to assure that the borrower or grantee completes 
the planned development.  For incomplete development financed with loan 
or grant funds within the responsibility of the County Supervisor, the 
District Director will give the necessary direction to the County 
Supervisor to assure completion of the work.  In connection with these 
responsibilities, the District Director will consider: 

 
(1)  The current farm and home operations with respect to the need 
for the development as originally planned. 
 
(2)  Revisions to the development plan. 
 
(3)  Funds remaining in the supervised bank account. 
 
(4)  Need for additional funds. 
 
(5)  Personal funds that could be furnished by the borrower. 
 
(6)  Estimated completion dates. 
 
(7)  The borrower's attitude with respect to completing the 
development. 

 
(b)  After a complete review of the status of development in both the 
district and County Offices has been made, the District Director will 
make a written report to the State Director which will include 
observations and recommendations regarding incomplete development.  The 
report may be included in the District Director's regular report, and 
will include: 

 
(1)  The number of cases in which borrowers have not completed their 
development within 9, 15 or 24 months when authorized, and also the 
number of cases in which funds have been exhausted and the work is 
incomplete. 
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(2)  The number of borrowers who have not completed their 
development within 3 years from the loan closing, and indicate the 
action that was taken in each such case. 

 
(c)  If the borrower has not completed development work within 3 years 
after the date of loan closing and the District Director has determined 
that the borrower cannot or will not complete the development, the 
District Director will so indicate on Form RD 1924-1 and request the 
State Director to withdraw, for application on the loan, any unused 
development funds remaining in the borrower's supervised bank account, 
if the borrower will not sign a check for a refund to the loan account. 

 
§1924.12  Warranty of development work. 
 

(a)  Form RD 1924-19, "Builder's Warranty," or an insured 10-year home 
warranty as described in Exhibit L of this subpart, and normal trade 
warranties on items of equipment will be issued to the borrower at the 
completion of new building construction, dwelling rehabilitation by the 
contract method, all cases of newly completed and previously unoccupied 
dwellings or construction under conditional commitments issued to 
builders and sellers. 
 
(b)  If the warranty is not an insured 10-year warranty, a completed 
Form RD 1924-19 with warranty protection for 1 year, must be provided by 
the builder upon final acceptance of the work by the owner and Rural 
Development.  If an insured 10-year warranty is provided, the 
requirements of Exhibit L of this subpart apply, and a copy of the 
warranty insurance policy or a binder must have been received by Rural 
Development prior to disbursement of the final payment to the builder. 
 
(c)  If, for some reason, the warranty insurance policy cannot be 
issued, the contractor will be required to execute Form RD 1924-19 and 
the case will be forwarded to the State Director for consideration of 
debarment under the provisions of Subpart M of Part 1940 (available in 
any Rural Development office).  The County Supervisor will assist the 
borrower to the extent necessary under the provisions of the warranty 
and Subpart F of Part 1924 of this chapter.  (Revised 4-11-89, SPECIAL 
PN) 
 
(d)  The County Supervisor will take the following action prior to the 
expiration of the first year of the warranty period: 
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(1)  As soon as the warranty has been executed, the follow-up date 
for sending Form RD 1924-21, "Notice of Expiration of First Year of 
Warranty," which will be used for the 1 year warranty or the first 
year of the insured 10-year warranty, will be posted to the 
"Servicing and Supervision" section of the Management System card. 
 
(2)  Form RD 1924-21, is provided for use in notifying the borrower 
of the expiration date of the first year of the warranty.  This 
letter will be mailed to the borrower early in the second month 
preceding the expiration date of the first year of the warranty 
period. 
 
(3)  If the County Supervisor or District Director does not hear 
from the borrower within 30 days, it can reasonably be assumed that 
no complaint exists or that any complaint has been satisfied unless 
information to the contrary has been received. 
 
(4)  If the borrower notifies Rural Development that any complaint 
has not been satisfied, an onsite inspection shall be made as early 
as possible, but not later than 1 month preceding the expiration 
date of the first year of the warranty.  The results of the 
inspection will be recorded on Form RD 1924-12.  If the borrower has 
complaints, the case should be handled in accordance with the 
provisions of Subpart F of Part 1924 of this chapter, or as 
otherwise provided in this subpart. 

 
§1924.13   Supplemental requirements for more complex construction. 
 
This section includes additional provisions that apply to planning and conduct 
of construction work on all multiple family housing projects and other 
projects that are more extensive in scope and more complex in nature than 
individual housing units or farm buildings.  This section will apply in 
addition to all other requirements contained elsewhere in this subpart. 
 

(a)  Architectural services.  Complete architectural services, as 
defined in §1924.4 (o)(l) of this subpart are recommended on all 
projects.  They are required for projects involving an LH grant and for 
all loans for RRH, RCH, and LH projects consisting of more than 4 units 
unless prior consent to making an exception to the requirements for 
complete architectural services is obtained from the National Office.  
If the applicant or contractor is an architect or organization with 
architectural capability, the applicant must, nevertheless, hire an 
independent qualified architect or architectural firm to inspect the 
construction work and perform other needed services during the 
construction and warranty phases.  See Guide 4, Attachment 1, 
"Attachment to AIA Document - Standard Form of Agreement Between Owner 
and Architect," for further information (available in any Rural 
Development office). 
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(1)  Exception.  Any request for National Office consent to an 
exception being made for complete architectural services should 
include the proposed drawings and specifications, method of 
providing specific services, the comments and recommendations of the 
Rural Development State Architect, and any other pertinent 
information.  The State Director must determine that any services 
for which an exception is requested can be performed by qualified 
State or District Office staff members.   
 
(2)  Selecting the architect.  The applicant is responsible for 
selecting the architect.  The District Director with the advice of 
the State architect/engineer should discuss with the applicant the 
selection of the architect for the job as early as possible to 
assist in the site selection and participate in early consultations 
regarding project scope and design.   
 
(3)  Architectural fees.  Fees for architectural services shall not 
exceed the fee ordinarily charged by the profession for similar work 
when Rural Development financing is not involved.  The fee should 
cover only the architectural services rendered by the architect.  
The reduction or elimination of any services described in paragraph 
(a)(5) of this section shall be directly reflected in the fee.  Fees 
for special services rendered by the architects, such as the 
packaging of the loan application or additional nonarchitectural 
services, will not be authorized to be paid with loan funds.  
(Revised 03-16-94, SPECIAL PN.)   
 
(4)  Agreement between borrower and architect.  The borrower and 
architect will execute a written agreement.  The agreement must 
provide: 
 

(i)  The services listed in paragraph (a)(5) of this section.  
 
(ii)  The amount of the fee and how it will be determined and 
paid.  
 
(iii)  that the agreement and any amendments to the agreement 
shall not be in full force and effect until concurred with in 
writing by the State Director or the State Director's delegate, 
and it will contain the following provision:  
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Rural Development, as potential lender or insurer of funds to 
defray the cost of this agreement and without liability for any 
payments thereunder, hereby concurs in the form, content and 
the execution of this agreement.  

 
 
 
 

Date ___________    __________________________ 
     Rural Development Approval Official 
 

      __________________________ 
    Title 
 

(5)  Specific services.  Architectural services will include six 
consecutive phases as follows: 

 
(i)  Schematic design phase.   The architect will: 

 
(A)  Consult with the applicant to obtain available 
information pertinent to the project requirements. 
 
(B)  Consult with Rural Development State 
architect/engineer about Rural Development requirements 
and procedures. 
 
(C)  Assist in preparing the project design after 
analyzing engineering and survey data on the site selected 
by applicant. 
 
(D)  Prepare schematic design studies consisting of 
drawings and other documents illustrating the scale and 
relationship of project components for the applicant's 
approval. 
 
(E)  Submit estimates of current development costs based 
on current area, volume, or other unit costs. 
 
(F)  When the applicant and Rural Development have 
accepted the schematic design studies and estimated 
development costs, the project architect may be authorized 
to proceed with the next phase. 
 

 
 
 

42 
(Revision 1) 

(05-12-87)  SPECIAL PN 



RD Instruction 1924-A 
§1924.13 (a)(5) (Con.) 
 
 

(ii)  Design development phase.  The architect will: 
 

(A)  Prepare the design development exhibits from the 
accepted schematic design studies for approval by the 
applicant.  These exhibits should consist of drawings and 
other documents to fix and describe the size and character 
of the entire project as to structural, mechanical, and 
electrical systems, materials, and other essentials as 
appropriate. 
 
(B)  Submit a further statement of probable construction 
cost. 
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(C)  Obtain applicant and Rural Development approval of 
drawings, specifications, and authorization to proceed 
with next phase. 

 
(iii)  Construction documents phase.   The architect will: 

 
(A)  Prepare the working drawings and specifications from 
the approved design development drawings and set forth in 
detail the requirements for the construction of the entire 
project in accordance with applicable regulations and 
codes; for example, necessary bidding information, 
assistance in preparing bidding forms, conditions of the 
construction contract, and the form of agreement between 
applicant/owner and contractor. 
 
(B)  Submit a final and more comprehensive statement of 
probable development cost.  It should show a breakdown of 
the estimated total development cost of the project and 
the various trades in enough detail for an adequate 
review. 
 
(C)  Obtain the acceptance of the applicant and Rural 
Development for contract documents, including approval of 
the final drawings and specifications and authorization to 
proceed. 
 
(D)  Discuss with the applicant various items as they 
develop. 

 
(iv)  Bidding or negotiation phase.  The architect will, as 
appropriate, for a bidded or negotiated contract: 

 
(A)  Assist in review and selection of bidders and 
submission of contract documents to selected bidders. 
 
(B)  Assist in the interpretation of drawings and 
specifications, and other contract documents. 
 
(C)  Receive and tabulate all bids. 
 
(D)  Review the bids and the negotiated proposals and 
assist in the award and preparation of construction 
contracts. 

 
(v)  Construction phase.  This phase includes the 
administration of the construction contract.  It will commence 
with the award of the construction contract and end when the 
borrower makes final payment to the contractor.  The architect 
will: 
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(A)  Attend the preconstruction conference.  Advise and 
consult with the borrower (or the borrower's 
representative) and issue the borrower's instructions to 
the contractor. 
 
(B)  Prepare change orders. 
 
(C)  Keep construction accounts and work as the general 
administrator of the Project during construction. 
 
(D)  Interpret the contract documents and have the 
authority to reject all work and materials which do not 
costly. 
 
(E)  Review and approve shop drawings, samples, and other 
submissions of the contractor for conformance with the 
design concept and for compliance with the contract 
documents. 
 
(F)  Conduct periodic inspections of all phases of 
construction to determine compliance with the contract 
documents and certify as to the amount of work that is in 
place and materials suitably stored on site for partial 
payment estimates.  These inspections will be augmented, 
when necessary, by inspections performed by structural, 
mechanical, and electrical representatives.  Periodic 
inspections should be made as frequently as is necessary 
to verify that the work conforms with the intent of the 
contract documents and that a high quality of workmanship 
is maintained.  The State Director may require a full-time 
project representative on projects with a total 
development cost of $750,000 or more, when in the opinion 
of the State Director there is a need for such 
representative, and the State Director states the reasons 
for such need to the borrower. 
 
(G)  Determine, based on the inspections, the dates of 
substantial completion and final completion; receive on 
the borrower's behalf all written guarantees and related 
documents assembled by the contractor; and issue a final 
certificate for payment. 
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(vi)  Warranty phase.  The architect will advise and consult 
with the borrower, as the borrower's representative, about 
items to be corrected within the warranty period.  The 
architect will accompany the Rural Development representative 
during the inspection required one month prior to expiration of 
the warranty period. 

 
(b)  Other professional services.  The State Director, on the 
recommendation of the State architect/engineer, may request that 
additional professional services be provided. 

 
(1)  Professional services typically include soils engineering, 
structural engineering, civil engineering, surveying, land planing, 
or professional cost estimation or certification.  Fees for these 
services may be paid directly by the borrower or by the architect as 
reimbursable expenses. 
 
(2)  When a project representative is utilized, unless otherwise 
agreed, the representative will be provided by the consulting 
architect/engineer.  Prior to the preconstruction conference, the 
architect/engineer will submit a resume of qualifications of the 
project representative to the applicant and to Rural Development for 
acceptance in writing.  If the applicant provided the project 
representative, the applicant must submit a resume of the 
representative's qualifications to the project architect/engineer 
and Rural Development for acceptance in writing, prior to the 
preconstruction conference.  The project representative will attend 
the preconstruction conference where duties and responsibilities 
will be fully discussed.  The project representative will work under 
the general supervision of the architect/engineer.  The project 
representative will maintain a daily diary in accordance with the 
following: 

 
(i)   The diary shall be maintained in a hard-bound book. 
 
(ii)  The diary shall have all pages numbered and all entries 
in ink. 
 
(iii) All entries shall be on daily basis, beginning with the 
date and weather conditions. 
 
(iv)  Daily entries shall include daily work performed, number 
of men and equipment used in the performance of the work, and 
all significant happenings during the day. 
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(v)  The diary shall be made available to Rural Development 
personnel and will be reviewed during project inspections. 
 
(vi)  The project representative's diary will become the 
property of the owner after the project is accepted and final 
payments are made . 

 
(c)  Drawings.  The type and kinds of drawings should be in accordance 
with Exhibit C of this subpart and Subpart D of Part 1944 of this 
chapter. 

 
(1)  The drawings must be clear, accurate, with adequate dimensions 
and of sufficient scale for estimating purposes. 
 
(2)  Construction sections and large-scale details sufficient for 
accurate bidding and for the purpose of correlating all parts of the 
work should be part of the general drawings.  This is particularly 
important where the size of a project makes necessary the 
preparation of the general drawings at a scale of 1/8 inch equals 1 
foot or less. 
 
(3)  Mechanical and electrical work should be shown on separate 
plans. 
 
(4)  Schedules should be provided for doors, windows, finishes, 
electrical fixtures, finish hardware, and any other specialty items 
necessary to clarify drawings. 

 
(d)  Specifications.  Trade-type specifications (specifications divided 
into sections for various trades) should be used.  The specifications 
should be complete, clear, and concise, with adequate description of the 
various classes of work shown under the proper sections and headings. 
 
(e)  Methods of administering construction.  Projects involving a total 
development cost of less than $100,000 which do not include an LH grant 
may, with the approval of the State Director, follow the contract 
procedure in § 1924.6(a) of this subpart without modification.  
Construction of all other projects, however, will be administered by the 
contract method or owner-builder method as set forth in this section. 
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(1)  Contract method.  This method of development will be used for 
all complex construction except in cases where owner-builder method 
is authorized.  Development under this method is done in accordance 
with §1924.6(a) of this subpart except as modified by this 
paragraph.  All construction work will be completed under one 
written construction contract.  Guide 1, "Contract Documents," of 
this subpart (available in any RHS office) is provided to assist RHS 
personnel and applicants in assembling and reviewing contract 
documents for more complex construction such as that administered 
under this section. 

 
(i)  Competitive bidding methods. 

 
(A)  All construction contracts must be awarded on the 
basis of competitive bidding unless an exception is 
granted in accordance with paragraph (e)(1)(vii) of this 
section thereby permitting contract negotiation.  The 
applicant's architect should prepare the bidding 
documents.  Public notice must be given inviting all 
interested bidders to submit a bid.  Prospective bidders 
may be contacted asking for their bids; however, public 
notice is necessary so that all local contractors have the 
opportunity to submit bids. 
 
(B)  A bid bond is required from each bidder in the amount 
of 5 percent of the bid price as assurance that the bidder 
will, upon acceptance of the bid, execute the required 
contract documents within the time specified. 
 
(C)  The construction contract will be awarded based on 
the contract cost, and all conditions listed in the 
"Invitation for Bid." 
 
(D)  If advertising does not provide a satisfactory bid in 
the opinion of the applicant and RHS, the applicant shall 
reject all bids and will then be free to negotiate with 
bidders or anyone else to obtain a satisfactory contract.  
The following conditions must be met: 

 
(1)  The State Director determines that the original 
competitive bid process was handled in a satisfactory 
manner and that there is no advantage to advertising 
for competitive bid again. 
 
(2)  The requirements of paragraph (e)(1)(vii) of 
this section are met. 
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(E)  If there is no agreement by RHS and the applicant as 
to the construction cost, the State Director will cease 
any further action on the preapplication and inform the 
applicant of the right to appeal in accordance with 
subpart B of part 1900 of this chapter.   
(Revised 10-30-96, PN 267.) 

 
(ii)  Contract documents.  Contract documents will conform with 
recognized professional practices as prescribed in this 
paragraph.  Such contract documents will contain substantially 
the following: 

 
Item I     Invitation for Bid (Construction Contract) 
           (Form RD 1924-5) 
 
Item II    Information for Bidders 
 
Item III   Bid 
 
Item IV    Bid Bond 
 
Item V     Agreement (Construction Contract) 
 
Item VI    Compliance Statement  (Form RD 400-6) 
 
Item VII   General Conditions 
 
Item VIII  Supplemental General Conditions 
 
Item IX    Payment Bond (Exhibit F of this subpart) 
 
Item X     Performance Bond (Exhibit G of this subpart) 
 
Item XI    Notice of Award 
 
Item XII   Notice to Proceed 
 
Item XIII  Drawings and Specifications  
 
Item XIV   Addenda 
 
Item XV    Contract Change Order (Form RD 1924-7) 
 
Item XVI   Labor Standards Provisions (where applicable) 
           (Revised 10-30-96, PN 267.) 
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Item XVII  Monthly Employment Utilization Report  
   (Form CC-257) 
 
Item XVIII Partial Payment Estimate (Form  
           RD 1924-18) 
 
Item XIX   Builder's Warranty (Form RD 1924-19) 

 
(A)  Substitution of term "architect" for "engineer" may 
be necessary on some of the forms.  Other modifications 
may be necessary in some cases to conform to the nature 
and extent of the project.  All such contract documents 
and related items will be concurred with by the State 
Director, with the assistance of OGC prior to the release 
of invitations to bid. 
 
(B)  Items listed as I through IV and item XI of paragraph 
(e)(1)(ii) of this section may be omitted when an 
exception to the competitive bidding requirement is 
granted in accordance with paragraph (e)(1)(vii) of this 
section, thereby permitting a negotiated contract. 
 
(C)  All negotiated contracts shall include a provision to 
the effect that the borrower, USDA, the Comptroller 
General of the United States, or any of their duly 
authorized representatives, shall have access to any 
books, documents, papers, and records of the contractor 
which are directly pertinent to a specific Federal loan 
program for the purpose of making audit, examination, 
excerpts, and transcriptions. 
 
(D)  A provision for liquidated damages will be included 
in all contracts.  The liquidated damage amount must be 
reasonable and represent the best estimate possible of how 
much interest or other costs will accrue on the loan, and 
also represent any loss of rent or other income which 
would result from a delay in the completion of the project 
beyond the estimated completion date. 
 
(E)  All contracts shall include a provision for 
compliance with the Copeland "Anti-Kickback" act (18 
U.S.C. 874) as supplemented in Department of Labor 
regulations (29 CFR Part 3).  This Act prohibits anyone 
from inducing any person in connection with the 
construction to give up any part of the compensation to 
which the person is otherwise entitled. 
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(F)  All contracts will contain a certification by the 
applicant indicating that there is not now nor will there 
be an identity of interest between the applicant and any 
of the following:  Contractor, architect, engineer, 
attorney, subcontractors, material suppliers, equipment 
lessors, or any of their members, directors, officers, 
stockholders, partners, or beneficiaries unless 
specifically identified to Rural Development in writing 
prior to the award of the contract.  All contracts must 
also indicate that when any identity of interest exists or 
comes into being, the contractor agrees to have 
construction costs as reported to Rural Development on 
Form 1924-13, "Estimate and Certificate of Mutual Cost"- 
audited by a Certified Public Accountant (CPA) or Licensed 
Public Accountant (LPA) licensed prior to December 31, 
1970, who will provide an opinion as to whether the  Form 
RD 1924-13 presents fairly the costs of construction in 
conformity with eligible construction costs as prescribed 
in Rural Development regulations.  (Revised  8-12-87, PN 
60.) 
 
(G)  All contracts on any form other than Form RD 1924-6, 
must contain the language of clause (D) of Form RD 1924-6, 
which is available in all Rural Development offices.  The 
language of clause (D) of  Form RD 1924-6 sets forth the 
Notice of Requirement for Affirmative Action to Ensure 
Equal Employment Opportunity required by Executive Order 
11246, the Equal Opportunity clause published at 41 CFR 
60-1.4 (a) and (b), and the Standard Federal Equal 
Employment Opportunity Construction Contract 
Specifications required by Executive Order 11246.  For 
contract forms other than Form RD 1924-6, Form AD 767, 
"Equal Employment Opportunity Contract Compliance 
Notices," which can be obtained from the Finance Office, 
should be attached and made a part of the contract. 
 
(H)  All contracts will contain a provision that they are 
not in full force and effect until concurred with by the 
State Director or the State Director's delegate, in 
writing.  Therefore, before loan closing or before the 
start of construction, whichever occurs first, the State 
Director or the State Director's delegate will concur in 
the contract form, content, and execution if acceptable, 
by including the following paragraph at the end of the 
contract: 
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Rural Development, as potential lender or insurer of funds 
to defray the costs of this contract, are without 
liability for any payments thereunder, hereby concurs in 
the form, content, and execution of this contract. 

 
Date ___________      _________________________ 
                      Rural Development Official 
 
 
 
    _________________________ 

                                          Title 
 

(I)  The requirements of §1924.6 (a)(11)(iv) of this 
subpart apply to all contracts or subcontracts in excess 
of $10,000. 

 
(iii)  Surety.  When multiple advances of loan or grant funds 
are utilized, surety that guarantees both payment and 
performance in the full amount of the contract will be provided 
in accordance with §1924.6 (a)(3)(ii) of this subpart.  
Exceptions to the surety requirements shall be governed by the 
following: 

 
(A)  In accordance with the guidance and recommendations 
of OMB Circulars A-102 and A-110, exceptions to the surety 
requirements of §1924.6 (a)(3)(ii) of this subpart will 
not be granted for nonprofit organization or public body 
applicants. 

 
(B)  For loans or grants to applicants other than non- 
profit organizations or public bodies that are within the 
State Director's approval authority, the State Director 
may, upon request of the borrower or grantee, grant 
exceptions to the surety requirements in accordance with 
the provisions of §1924.6 (a)(3)(iii) of this subpart.  
Before granting such an exception, however, the State 
Director should be provided the following information from 
the proposed contractor in order to fully evaluate the 
experience and capabilities of the contractor: 

 
(1)  A resume indicating the contractor's history, 
ability and experience. 
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(2)  A current, dated, and signed financial statement 
of the contractor's operations indicating the payment 
status of accounts and any contingent liabilities 
that may exist.  Rural Development personnel will be 
responsible for analyzing the financial statement as 
to the sufficiency of the contractor's financial 
capability to carry out construction.  The financial 
strength must demonstrate the ability of the 
contractor to pay all bills prior to receiving 
periodic draws of funds from the lender.  (Revised 
03-16-94, SPECIAL PN.) 
 
(3)  A credit report (obtained at no expense to Rural 
Development) attesting to the contractor's credit 
standing.   
 
(4)  A listing of trade references that could be 
contacted to substantiate the contractor's experience 
and good standing.  
 
(5)  Statements from owners for whom the contractor 
has done similar work, indicating the scope of the 
work and the owner's evaluation of the contractor's 
performance.   

 
(C)  For loans or grants to applicants other than non-
profit organization or public bodies that are in excess of 
the State Director's approval authority,  
the State Director may request National Office 
authorization to grant one of the exceptions to  
the surety requirements as indicated in §1924.6 
(a)(3)(iii) of this subpart.  The following information 
must be submitted with the request to the National Office: 

 
(1)  An explanation of why interim financing is not 
available.  
 
(2)  An explanation of why the proposed contractor 
cannot obtain surety bonds meeting the requirements 
of §1924.6 (a)(3)(ii) of this subpart.  
 
(3)  The information listed in paragraph 
(e)(1)(iii)(B) of this section.  
 
(4)  The drawings and specifications for the proposed 
project, together with the comments of the State 
architect/engineer.  
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(5)  The applicant's written request for an 
exception.   
 
(6)  An explanation of why the requirements of 
§1924.6 (a)(3)(iii)(A) or (B) of this subpart cannot 
be met in those cases where the State Director 
requests authorization to grant an exception as 
indicated in §1924.6 (a)(3)(iii)(C) of this subpart.  
When such a request is made, the documentation must 
also be forwarded.  
 
(7)  The State Director's recommendation.  

 
(D)  Adequate steps will be taken to protect the interests 
of the borrower and the government in accordance with the 
payment provisions of § 1924.6(a)(12)(i) of this subpart 
and any alternative as outlined in §1924.6 (a)(3)(iii)(C) 
of this subpart.   

 
(iv)  Contract cost breakdown.  In any case where the loan 
approval official feels it appropriate, and prior to the award 
or approval of any contract in which there is an identity of 
interest as defined in §1924.4 (i) of this subpart, the 
contractor and any subcontractor, material supplier or 
equipment lessor sharing an identity of interest must provide 
the applicant and Rural Development with a trade-item cost 
breakdown of the proposed contract amount for evaluation.  The 
cost of any surety as required by §1944.222 (h) and (i) of 
Subpart E of Part 1944 of this chapter and §1924.6 (a)(3) of 
this subpart, or cost certification as required by §1924.13 
(e)(1)(v) of this section, will be included in the proposed 
contract amount and shown under General Requirements on Form RD 
1924-13, which is available in all Rural Development offices.  
Rural Development personnel will be responsible for reviewing 
the estimates on Form RD 1924-13 to determine if the dollar 
amounts total correctly, to assure that costs are categorized 
under their appropriate columns, and to confirm that the 
estimated costs for all line items are reasonable and customary 
for the State.  (Revised 03-16-94, SPECIAL PN.)  

 
(v)  Cost certification.  Whenever the State Director 
determines it appropriate, and in all situations where there is 
an identity of interest as defined in §1924.4 (i) of this 
subpart, the borrower, contractor and any subcontractor, 
material supplier, or equipment lessor having an identity of 
interest must each provide certification using Form RD 1924-13 
as to the actual cost of the work performed in connection with 
the construction  
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contract.  The construction costs, as reported on Form  
RD 1924-13, must also be audited, in accordance with Government 
Auditing Standards, by a CPA, or LPA licensed on or before 
December 31, 1970.  In addition, certain agreed upon procedures 
(available in any Rural Development office) will be performed 
in accordance with Attestation Standards.  In some cases, Rural 
Development will contract directly with a CPA or LPA for the 
cost certification.  In that event, documentation necessary to 
have the costs of construction certified by an Rural 
Development contractor that they were the actual costs of the 
work performed, as reported on Form RD 1924-13, will be 
provided.  Funds which were included in the loan for cost 
certification and which are ultimately not needed because Rural 
Development contracts for the cost certification will be 
returned on the loan.  Rural Development personnel will utilize 
Exhibit M of this subpart (available in any Rural Development 
office) and Form RD 1924-26, "Cost Certification Worksheet," to 
assist in the evaluation of the cost certification process.   
(Revised 03-16-94, SPECIAL PN.)  
 

(A)  Prior to the start of construction, the borrower, 
contractor and any subcontractor, material supplier, or 
equipment lessor sharing an identity of interest must 
submit, to the CPA or LPA, the accounting system that the 
borrower, contractor, subcontractor, material supplier, or 
equipment lessor and/or the CPA or LPA proposes to set up 
and use in maintaining a running record of the actual 
cost.  In order to be acceptable, the borrower must 
provide a written assertion that it has an accounting 
system that is suitably designed to provide for a trade-
item basis comparison of the actual cost as compared to 
the estimated cost submitted on Form RD 1924-13.  Costs 
pertaining to a specific line item will be set up in the 
accounting system for that particular account.  For 
instance, only costs of materials, supplies, equipment, 
and labor associated with concrete will be shown in the 
concrete account.  The accounting system must also 
restrict costs to those pertaining to a specific project 
so that costs from multiple projects will not be co-
mingled.  The independent CPA or LPA shall report on the 
borrower's assertion in accordance with the Standards for 
Attestation Engagements of the American Institute of 
Certified Public Accountants (AICPA).  The borrower's and 
the CPA or LPA's reports on the accounting system shall be 
provided to Rural Development by the borrower.   
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(B)  Prior to final payment to anyone required to cost 
certify, a trade-item breakdown showing the actual cost 
compared to the estimated cost must be provided to the 
owner and Rural Development.  Form RD 1924-13 is the form 
of comparative breakdown that must be used, and contains 
the certifications required of the applicant and 
contractor prior to final payment.  The amounts for 
builder's general overhead, builder's profit, and general 
requirements, respectively, shall not exceed the amounts 
represented on the estimate of cost breakdown provided in 
accordance with paragraph (e)(1)(iv) of this section for 
any contractor, subcontractor, material supplier, or 
equipment lessor having or sharing an identity of interest 
with the borrower.  The amounts for general overhead, 
builder's profit, and general requirements must be 
estabished prior to Rural Development approving the 
construction contract and will not be changed during the 
course of construction.  This applies to all contractors, 
subcontractors, material suppliers, or equipment lessors 
having or sharing an identity of interest with the 
applicant.  Contract change orders will be processed to 
adjust the contract amount downward prior to the final 
payment to the contractor, if necessary, to assure that 
the amounts shown in the certificate of actual costs do 
not exceed the amounts represented in the contract cost 
breakdown.  Reduction in the builder's profit, and general 
overhead if needed, will counterbalance any increase 
reflected in the contract costs.  Any funds remaining as a 
result of hard cost savings will be applied to the account 
as an extra payment or used for eligible loan purposes 
approved by Rural Development as long as the improvements 
are genuinely needed and will enhance marketability of the 
project.  All increases or decreases of 15 percent or more 
in line item costs will require documentation as to the 
reason for the increases and/or decreases.  The State 
Director may require documentation for increases and/or 
decreases of less than 15 percent, if he/she determines it 
necessary.  This information will be required with the 
cost certification.   
 
(C)  The CPA or LPA audit, performed in accordance with 
Government Auditing Standards, will include such tests of 
the accounting records and such other auditing procedures 
of the borrower and the contractor (and any subcontractor, 
material supplier, or equipment lessor sharing an identity 
of interest)  
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concerning the work performed, services rendered, and 
materials supplied in accordance with the construction 
contract he/she considers necessary to express an opinion 
on the construction costs as reported on Form RD 1924-13.  
The CPA or LPA shall also perform the additional agreed 
upon procedures specified by Rural Development (available 
in any Rural Development office), performed in accordance 
with Attestation Standards, for the applicant and the 
contractor (and any subcontractor, material supplier, or 
equipment lessor sharing an identity of interest) 
concerning the work performed, services rendered, and 
materials supplied in accordance with the construction 
contract.   
 
(D)  Upon completion of construction and prior to final 
payment, the CPA or LPA will provide an opinion concerning 
whether the construction costs, as reported on Form RD 
1924-13, present fairly the costs of construction in 
conformity with eligible construction costs as prescribed 
in  Rural Development regulations.   
 
(E)  In some cases, cost certification will be obtained by 
Rural Development through direct contract with the CPA or 
LPA.  The borrower and his/her CPA or LPA will cooperate 
fully with the contract CPA or LPA by providing all 
documentation necessary to conduct the certification.  
Rural Development reserves the right to determine, upon 
receipt of the certified Form RD 1924-13 and the auditor's 
report, whether they are satisfactory to Rural 
Development.  If not satisfactory to Rural Development, 
the borrower will be responsible for providing additional 
information.   
 
(F)  There will exist no business relationship between the 
CPA or LPA and the borrower except for the performance of 
the examination of the cost certification, accounting 
systems work, and tax preparation.  Any CPA or LPA who 
acts as the borrower's accountant (performing manual or 
automated bookkeeping services or maintains the official 
accounting records) will not be the same CPA or LPA who 
cost certifies the project.   
 
(G)  Forms RD 1944-30, "Identity of Interest (IOI) 
Disclosure Certificate" and RD 1944-31, "Identity of 
Interest (IOI) Qualification Form," provide written 
notification to the borrower that willful and intentional 
falsification of cost certification documents will result 
in debarment of all violators  
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in accordance with the provisions of RD Instruction 1940-M 
(available in any Rural Development office).  These forms 
require the disclosure of all identities of interest 
associated with project construction, certify the entity's 
ability to provide the contracted service, and cite the 
penalties for failure to disclose or falsify such 
certification.  Each applicant/borrower will be required 
to complete and sign the forms (available in any Rural 
Development office).   
 
(H)  Subcontracting development work.   
 

(1)  Contractors will not be allowed to obtain a 
profit and overhead unless they are performing actual 
construction.  "Actual construction" means "work" as 
defined in American Institute of Architects (AIA) 
documents:  "... labor, materials, equipment, and 
services provided by the contractor to fulfill the 
contractor's obligations."  Under this definition, 
contractors who choose to subcontract out 
construction of the project to another contractor 
will not obtain a builder's fee (general overhead and 
profit) when:   

 
(i)  More than 50 percent of the contract sum in 
the construction contract is subcontracted to 
one subcontractor, material supplier, or 
equipment lessor, and/or 
 
(ii)  Seventy-five percent or more with three or 
fewer subcontractors, material suppliers, and/or 
equipment lessors.   
 

(2)  Note:  If two or more subcontractors have common 
ownership, they are considered as one subcontractor.   
 
(3)  How to apply rule: 
 

(i)  The 50 percent rule will apply when 
division of the amount of the largest 
subcontract by the contract sum of the 
construction contract results in more than 50 
percent.  
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(ii)  The 75 percent rule will apply when 
division of the sum of the amounts of the three 
largest subcontracts by the contract sum of the 
construction contract results in 75 percent or 
more.   

 
(I)  Qualified contracting entities.  Contractors, 
subcontractors, material suppliers, and any other 
individual or organization sharing an identity of interest 
and providing materials or services for the project must 
certify that it is a viable, ongoing trade or business 
qualified and properly licensed to undertake the work for 
which it intends to contract.  Form RD 1944-31 will be 
prepared and executed by the contracting entities.  The 
form provides notification to the entities of the penalty, 
under law, for erroneously certifying to the statements 
contained therein.  Debarment actions will be instituted 
against entities who fail to disclose an identity of 
interest in accordance with the provisions of RD 
Instruction 1940-M (available in any Rural Development 
office).    
 

(vi)  Method of payments.  Partial payments may be requested in 
accordance with the terms of the construction contract on Form 
RD 1924-18, "Partial Payment Estimate," or other professionally 
recognized form that contains the architect's certification, 
approval of the owner, and conditional acceptable of Rural 
Development as shown in Form RD 1924-18.   

 
(A)  If interim financing is available at reasonable rates 
and terms for the construction  period, such financing 
shall be obtained.  Exhibit B of Subpart E of Part 1944 of 
this chapter shall be used to inform the interim lender 
that Rural Development will not close its loan until the 
project is substantially complete, ready for occupancy, 
evidence is furnished indicating that all bills  have been 
paid or will be paid at loan closing for work completed on 
the project, all inspections have been completed and all 
required approvals have been obtained from municipal and 
governmental authorities having jurisdiction over the 
project.  Upon presentation of proper partial payment 
estimates approved by the applicant and accepted by Rural 
Development, the interim lender may advance construction 
funds in accordance with the payment terms of the 
contract.   
It is suggested that partial payments not exceed  
90 percent of the value of work in place and materials 
suitably stored on site.  (Revised 2-25-88,  
SPECIAL PN.) 
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(B)  When interim financing is not available, payments 
will be made in accordance with §1924.6(a)(12) of this 
subpart.  
 

(vii)  Exception to competitive bidding. 
 

(A)  For all applicants.  An applicant may negotiate a 
construction contract provided the State Director grants 
an exception and documentation shows that:   

 
(1)  The contract price is competitive with other 
projects similar in construction and design being 
built in the area.  
 
(2)  The proposed contractor is experienced in 
construction of projects of similar size, scope, and 
complexity, and is recognized as a reliable builder.   
 
(3)  The proposed development work meets all 
requirements of this subpart.  
 
(4)  If appropriate for nonprofit organizations and 
public bodies, the application provides a copy of a 
duly authorized resolution by its governing body 
requesting Rural Development to permit awarding the 
construction contract without formal bidding.  
 
(5)  The applicant is permitted by state law, local 
law and/or organizational by-laws to negotiate a 
construction contract.   
 
(6)  The requirements of paragraphs (e)(1)(ii), 
(iii), (iv) and (v) of this section are met.  
 

(B)  In considering an exception to competitive bidding, 
the following additional steps will be taken in all cases.  
 

(1)  If, after a full review of the case documents by 
the appropriate members of the State Office staff, 
the State Director determines that the requirements 
have been met and the costs are reasonable, an 
exception to competitive bidding may be granted.  
Written documentation of the State Office review 
results will be placed in the application file. 
(Revised 03-16-94, SPECIAL PN.) 
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(2)  If after the full review by the State Office 
staff, the State Director determines that the 
negotiated contract price is not competitive with 
other similar projects in construction and design 
being built in the area, the applicant will be 
requested to competitively bid the construction of 
the project in accordance with paragraph (e)(1)(i) of 
this section.  
 
(3)  If there is no agreement by Rural Development 
and the applicant as to the construction cost, the 
State Director will cease any further action on the 
preapplication and inform the applicant of the right 
to appeal in accordance with Subpart B of Part 1900 
of this chapter.  

 
(C)  Any requests for exceptions to competitive bidding 
that are not covered in this section may be submitted to 
the National Office for consideration.   
 

(viii)  Exception to contract method - public body.  With the 
approval of the National Office, the State Director may grant 
to a public body an exception to the requirement for using 
contract method construction under the following circumstances:   
 

(A)  The loan or grant is for repair or rehabilitation of 
existing facilities and it is not practicable to perform 
all work by the contract method.  
 
(B)  The applicant has the managerial ability and 
qualified employees necessary to complete the work 
successfully.  
 
(C)  The applicant submits a written request to the 
District Director indicating: 
 

(1)  The scope of work and construction timetable; 
 
(2)  What phases of work can be contracted and what 
cannot;  
 
(3)  Why is it not practicable to contract all 
phases;  
 
(4)  Management ability and employee qualifications 
for performing the work;  
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(5)  Proposed method of fund control and frequency of 
payments;  
 
(6)  How changes in scope of work and construction 
timetable will be approved; and, 
 
(7)  Proposed method of certifying progress and 
requesting payments.  

 
(D)  The request, recommendations of the District 
Director, appropriate members of the State Office staff 
and the State Director and the application file will be 
sent to the National office.  

 
(2)  Owner-builder method.  This method of development is used only 
when requested by profit or limited profit RRH applicants when the 
applicant or any of its controlling principals (such as 
stockholders, members, partners other than limited partners, 
directors, or officers), are general contractors by profession, and 
will serve as the builder of the project without a written 
construction contract.  The State Director may make an exception to 
the contract method of construction and authorize proceeding by the 
owner-builder method of construction in accordance with the 
provisions of this section if the amount of the loan(s) does not 
exceed the State Director's approval authority.  For projects over 
the State Director's authority, prior written consent of the 
National office is required.  In such cases, the drawings, 
specifications, cost estimates, copy of the State 
Architect/Engineer's review and detailed information on the 
applicant's qualifications will be submitted to the National Office 
along with the State Director's recommendations.  

 
(i)  The applicant's request to construct a project by the 
owner-builder method of construction shall be in the form of a 
letter giving specific and detailed information concerning the 
owner-builder's proposal, and the qualifications and past 
experience of the owner-builder.  The following information 
must be included with the request:   
 

(A)  A resume indicating the owner-builder's history, 
ability, and experience.   
 
(B)  Dated and signed financial statements on the  
owner-builder's operation (including balance sheets and 
statements of income and expense) from current and prior 
years indicating the payment status of the owner-builder's 
accounts and any contingent  
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liabilities that may exist.  Rural Development personnel 
will be responsible for analyzing the financial statement 
as to the sufficiency of the owner-builder's financial 
capability to carry out construction.  The financial 
strength must demonstrate the ability of the owner-builder 
to pay all bills prior to receiving periodic draws of 
funds from the lender.  (Revised 03-16-94, SPECIAL PN.) 
 
(C)  A written, dated, and signed statement agreeing to 
provide any funds necessary in excess of the applicant's 
contribution and the loan amount to complete the project.  
 
(D)  A credit report (obtained at no expense to Rural 
Development) attesting to the owner-builder's credit 
standing.   
 
(E)  A listing of trade references that could be contacted 
to substantiate the owner-builder's experience and good 
standing.  
 
(F)  Statements from other persons for whom the  
owner-builder has done similar work, indicating the scope 
of the work and that person's evaluation of the owner-
builder's performance.  
 
(G)  A current, dated, and signed trade-item cost 
breakdown of the estimated total development cost of the 
project which has been prepared by the applicant/ 
owner-builder.  Form RD 1924-13 will be used for this 
purpose.  If cost certification services are required by 
Rural Development, the cost of such services may be 
included in the total development cost of the project.  
Any subcontractor, material supplier, or equipment lessor 
sharing an identity of interest with the applicant/owner-
builder as defined in §1924.4 (i) of this subpart must 
also provide a trade-item cost breakdown of the proposed 
amount.  (Revised 03-16-94, SPECIAL PN.) 
 
(H)  Prior to the start of construction, the owner-builder 
and any subcontractor, material supplier, or equipment 
lessor sharing an identity of interest must submit, to the 
CPA or LPA, the accounting system that the owner-builder, 
subcontractor, material supplier, or equipment lessor 
and/or the CPA or LPA proposes to set up and use in 
maintaining a running record of the actual cost.  In order 
to be acceptable, the owner-builder must provide a written 
assertion that it has  
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an accounting system that is suitably designed to provide 
for a trade-item basis comparison of the actual cost as 
compared to the estimated cost submitted on Form RD 1924-
13.  Costs pertaining to a specific line item will be set 
up in the accounting system for that particular account.  
For instance, only costs of materials, supplies, 
equipment, and labor associated with concrete will be 
shown in the concrete account.  The accounting system must 
also restrict costs to those pertaining to a specific 
project so that costs from multiple projects will not be 
co-mingled.  The independent CPA or LPA shall report on 
the owner-builder's assertion in accordance with the 
Standards for Attestation Engagements of the AICPA.  The 
owner-builder's and the CPA or LPA's reports on the 
accounting system shall be provided to Rural Development 
by the owner-builder.  (Revised 03-16-94,  
SPECIAL PN.) 
 
(I)  A written, dated, and signed statement agreeing to 
permit U.S. Department of Agriculture, the Comptroller 
General of the United States, or any of their duly 
authorized representatives, to have access to any books, 
documents, papers, and records which are directly 
pertinent to the specific Federal program for the purpose 
of making audit, examination, excerpts and transcriptions.   

 
(ii)  In order to grant an exception to the contract method of 
construction and proceed with the owner-builder method of 
construction, the State Director must determine that the 
following conditions exist:  

 
(A)  The applicant or at least one of its principals is a 
fully qualified and licensed (if necessary under 
applicable local law) builder by profession, has adequate 
experience in constructing the type of units proposed as 
well as projects of similar size, scope, and complexity 
and will be able to complete the work in accordance with 
the Rural Development approved drawings and 
specifications.   
 
(B)  Based upon the information presented in the 
applicant's financial statements, the applicant is 
presently able and is likely to continue to be able to 
provide any funds necessary in excess of the applicant's 
contribution and the loan amount to complete the project.   
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(C)  The total development cost of the project does not 
exceed that which is typical for similar type projects in 
the area.  The total development cost recognized by Rural 
Development for each individual case will be determined by 
the MFH Coordinator with the advice of the State 
Architect.  (Revised 03-16-94, SPECIAL PN.) 
 
(D)  The owner-builder has provided sufficient information 
on all contracts or subcontracts in excess of $10,000 to 
permit compliance with §1924.6 (a)(11)(iv) of this 
subpart.  
 

(iii)  In addition to the requirements for the State Director 
to authorize the owner-builder method of construction as 
indicated in §1924.13 (e)(2)(i) and (ii) of this subpart, the 
following additional steps will be taken by the State Director.  

 
(A)  If, after a full review of the case documents by the 
appropriate members of the State Office staff, the State 
Director determines that the requirements have been met 
and the construction cost is reasonable, an exception to 
competitive bidding may be granted.  Written documentation 
of the State Office review results will be placed in the 
application file.   
(Revised 03-16-94, SPECIAL PN.) 
 
(B)  If, after the full review by the State Office staff, 
the State Director determines that the construction cost 
is not competitive with other similar projects in 
construction and design being built in the area, the 
applicant will be requested to competitively bid the 
construction of the project in accordance with paragraph 
(e)(1)(i) of this section.  
 
(C)  If there is no agreement by Rural Development and the 
applicant as to construction cost and the applicant is not 
agreeable to any of the aforementioned alternatives, the 
State Director will cease any further action on the 
preapplication  and inform the applicant of the right to 
appeal, in accordance with Subpart B of Part 1900 of this 
chapter.  
 

(iv)  The development cost of the project may include a typical 
allowance for general overhead, general requirements and a 
builder's profit.  These amounts may be determined by local 
investigation and also from HUD data  
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for the area.  The applicant/owner-builder and any 
subcontractors, material suppliers, and equipment lessors 
having or sharing an identity of interest with the 
applicant/owner-builder may not be permitted a builder's 
profit, general overhead, and general requirements which exceed 
the amounts represented on their cost breakdown.  (Revised 03-
16-94, SPECIAL PN.) 
 
(v)  Under no circumstances will loan funds be used to pay the 
owner-builder or its stockholders, members, directors or 
officers, directly or indirectly, any profits from the 
construction of the project except a typical builder's fee for 
performing the services that would normally be performed by a 
general contractor under the contract method of construction.  
Discounts and rebates given the owner-builder in advance must 
be deducted before the invoices are paid.  If discounts or 
rebates are given after the invoices are paid, the funds must 
be returned to the supervised bank account or applied on the 
interim construction loan, as appropriate.   Under no 
circumstances will the dollar amount be placed in the reserve 
account.  (Revised 03-16-94, SPECIAL PN.) 
 
(vi)  The plans and specifications must be specific and 
complete so that there is a clear understanding as to how the 
facility will be constructed and the materials that will be 
used.  
 
(vii)  When architectural services are required by §1924.13(a) 
during the construction and warranty phases they must be 
provided by an architect who has no identity of interest with 
the applicant/owner-builder.  The services to be rendered 
during the construction and warranty phases include, but are 
not limited to inspections, changes in the scope of project or 
work to be done, administration of construction accounts, 
rejection of work and materials not conforming to the Rural 
Development approved drawings and specifications, and other 
appropriate service listed in §1924.13 (a)(5)(v) and (vi) of 
this subpart.   
 
(viii)  The applicant/owner-builder and any subcontractor, 
material supplier, or equipment lessor sharing an identity of 
interest as defined in §1924.4 (i) of this subpart must each 
provide certification as to the actual cost of the work 
performed in connection with the construction of the project on 
Form RD 1924-13 prior to final payment.  The construction 
costs, as reported on Form RD 1924-13, must be audited by a 
CPA, or LPA licensed on or before  
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December 31, 1970, in accordance with Government Auditing 
Standards, and certain agreed upon procedures (available in any 
Rural Development office) performed in accordance with 
Attestation Standards.  In some cases, Rural Development will 
contract directly with a CPA or LPA for the cost certification.  
In that event, documentation necessary to have the costs of 
construction certified by an Rural Development contractor that 
they were the actual costs of the work performed, as reported 
on Form RD 1924-13, will be provided.  Funds which were 
included in the loan for cost certification and which are 
ultimately not needed because Rural Development contracts for 
the cost certification will be returned on the loan.   
(Revised 03-16-94, SPECIAL PN.) 
 

(A)  The CPA or LPA's audit, performed in accordance with 
Government Auditing Standards, will include such tests of 
the accounting records and such other auditing procedures 
of the applicant/owner-builder (and any subcontractor, 
material supplier, or equipment lessor sharing an identity 
of interest) concerning the work performed, services 
rendered, and materials supplied in connection with the 
construction of the project he/she considers necessary to 
express an opinion on the construction costs as reported 
on Form RD 1924-13.  Upon completion of construction and 
prior to final payment, the CPA or LPA will provide an 
opinion as to whether the construction costs as reported 
on Form RD 1924-13 present fairly the costs of 
construction in conformity with eligible construction 
costs as prescribed in Rural Development regulations.  
Rural Development reserves the right to determine, upon 
receipt of the certified Form RD 1924-13 and the auditor's 
report, whether they are satisfactory to Rural 
Development.  At a minimum, the CPA or LPA shall also 
perform any additional agreed upon procedures (available 
in any Rural Development office) specified by Rural 
Development, performed in accordance with Attestation 
Standards, of the owner-builder (and any subcontractor, 
material supplier, or equipment lessor sharing an identity 
of interest) concerning the work performed, services 
rendered, and materials supplied in connection with the 
construction.  There will exist no business relationship 
between the CPA or LPA and the borrower except for the 
performance of the examination of the cost certification, 
accounting systems work, and tax preparation.  Any CPA or 
LPA who acts as the borrower's accountant (performing 
manual or automated bookkeeping services or maintains the 
official accounting records) will not be the same CPA or 
LPA who cost certifies the project.   
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(B)  Prior to final payment to anyone required to cost 
certify, Rural Development must be provided with a 
certification and a trade-item breakdown showing the 
actual cost compared to the estimated cost furnished in 
accordance with paragraph (e)(2)(i)(G) of this section.  
Form RD 1924-13 is the form of comparative breakdown that 
must be used, and contains the certification required of 
the applicant/owner-builder prior to final payment.  The 
amounts for builder's general overhead, general 
requirements, and builder's profit shall not exceed the 
amounts represented on the estimate of cost breakdown 
provided in accordance with paragraph (e)(2)(i)(G) of this 
section for the owner-builder or any subcontractor, 
material supplier, or equipment lessor having or sharing 
an identity of interest with the applicant/owner-builder.  
Final payment to the owner-builder will be adjusted, if 
necessary, to assure that the amounts shown on the 
certificate of actual cost do not exceed the amounts 
represented on the cost breakdown.  Any funds remaining as 
a result of hard cost savings will be applied to the 
account as an extra payment or used for eligible loan 
purposes approved by Rural Development as long as the 
improvements are genuinely needed and will enhance 
marketability of the project.  All increases or decreases 
of 15 percent or more in line item costs will require 
documentation as to the reason for the increases or 
decreases.  The State Director may require documentation 
for increases or decreases of less than 15 percent, if 
he/she determines it necessary.  This information will be 
required with the cost certification.   
 
(C)  Subcontracting development work.   
 

(1)  Owner-builders will not be allowed to obtain a 
profit and overhead unless they are performing actual 
construction.  "Actual construction" means "work" as 
defined in AIA documents:  "... labor, materials, 
equipment, and services provided by the contractor to 
fulfill the contractor's obligations."  Under this 
definition, owner-builders who choose to subcontract 
out construction of the project to another contractor 
will not obtain a builder's fee (general overhead and 
profit) when:   
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(i)  More than 50 percent of the total cost of 
the building construction is subcontracted to 
one subcontractor, material supplier, or 
equipment lessor, and/or 
 
(ii)  Seventy-five percent or more with three or 
fewer subcontractors, material suppliers, and/or 
equipment lessors.   

 
(2)  Note:  If two or more subcontractors have common 
ownership, they are considered as one subcontractor.   
 
(3)  How to apply rule: 

 
(i)  The 50 percent rule will apply when 
division of the amount of the largest 
subcontract by the total amount of the building 
cost results in more than  
50 percent.  
 
(ii)  The 75 percent rule will apply when 
division of the sum of the amounts of the three 
largest subcontracts by the total building cost 
results in 75 percent or more.   

 
(D)  Qualified contracting entities.  Contractors, 
subcontractors, material suppliers, and any other 
individual or organization sharing an identity of interest 
and providing materials or services for the project must 
certify that it is a viable, ongoing trade or business 
qualified and properly licensed to undertake the work for 
which it intends to contract.  Form RD 1944-31 will be 
prepared and executed by the contracting entities.  The 
form provides notification to the entities of the penalty, 
under law, for erroneously certifying to the statements 
contained therein.  Debarment actions will be instituted 
against entities who fail to disclose an identity of 
interest in accordance with the provisions of RD 
Instruction 1940-M (available in any Rural Development 
office). 

 
(ix)  Requests for payment for work performed by the  
owner-builder method, shall be submitted to the Rural 
Development District Director for review and approval prior to 
each advance of funds in order to insure that funds are used 
for authorized purposes.  Requests for payment shall be made on 
Form RD 1924-18 or other professionally recognized form 
containing the following certifications to Rural Development:   
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The undersigned certifies that the work has been carefully 
inspected and to the best of their knowledge and belief, 
the quantities shown in this estimate are correct and the 
work has been performed in accordance with the contract 
documents.  
 
   _____________________________ 
   (Name of Architect) 
 
 
  By:   _____________________________ 
 
 
   _____________________________ 
                (Title)            (Date) 
 
Approved by Owner's Representative:  
          
     
  By:   _____________________________ 
 
            _____________________________ 
                (Title) 
 
Accepted by Rural Development Representative: 
 
 
       By:   _____________________________ 
 
   _____________________________ 
                (Title) 
 
The review and acceptance of partial payment estimates by 
Rural Development does not attest to the correctness of 
the quantities shown or that the work has been performed 
in accordance with the plans and specifications.  
 
______________________________________________________ 
 
(A)  If interim financing is available at reasonable rates 
and terms for the construction period, such financing 
shall be obtained.  Exhibit B of Subpart E of Part 1944 of 
this chapter shall be used to inform the interim lender 
that Rural Development will not close its loan  
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until the project is complete, ready for occupancy, 
evidence is furnished indicating that all bills have been 
paid for work completed on the project, all inspections 
have been completed and all required approvals have been 
obtained from any governmental authorities having 
jurisdiction over the project.  Upon presentation of 
proper payment estimates containing an estimate of the 
value of work in place which has been prepared and 
executed by the owner-builder, certified by the 
applicant's architect, and accepted by Rural Development, 
the interim lender may advance construction funds in 
accordance with the provisions of this section.  It is 
suggested that the partial payment not exceed 90 percent 
of the value of work in place and material suitably stored 
on site.  (Revised 2-25-88, SPECIAL PN.) 
 
(B)  If interim financing is not available, partial 
payments not to exceed 90 percent of the value of work in 
place and materials suitably stored on site may be made to 
the owner-builder for that portion of the  estimated cost 
of development guaranteed by a letter of credit or 
deposits meeting the requirements of §1924.6 
(a)(3)(iii)(A), (B), or (C) of this subpart.  Partial 
payments may not exceed 60 percent of the value of work in 
place in all other cases.  The determination of the value 
of work in place will be based upon an application for 
payment containing an estimate of the value of work in 
place which has been prepared and executed by the owner-
builder, certified by the borrower's architect, and 
accepted by Rural Development.  Prior to receiving the 
first partial payment, the owner-builder must submit a 
schedule or prices or values of the various trades or 
phases of the work aggregating the total development cost 
of the project as required in §1924.13 (e)(2)(i)(G) and 
(H) of this subpart.  Each application for payment must be 
based upon this schedule, and show the total amount owed 
and paid to date for materials and labor procured in 
connection with the project.  With each application for 
payment, the owner-builder must also submit evidence 
showing how the requested partial payment is to be 
applied, evidence showing that previous partial payments 
were properly applied, and a signed statement from the 
applicant's attorney, title insurance company, or local 
official in charge of recording  
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documents certifying that the public records have been 
searched and that there are no liens of record.  When the 
District Director has reason to believe that partial 
payments may not be applied properly, checks will be made 
payable to persons who furnish materials and labor for 
eligible purposes in connection with the project.   

 
(x)  Under no circumstances shall funds be released for final 
payment or to pay any items of the builder's profit until the 
project is 100 percent complete, ready for occupancy, and the 
owner-builder has completed and properly executed Form RD 1924-
13 or complied with the cost certification procedures of 
§1924.13 (e)(2)(viii) of this subpart.  

 
§§1924.14 - 1924.48  [Reserved] 
 
§1924.49  State supplements.   
 
 State supplements or policies will not be issued or adopted to either 
supplement or set requirements different from those of this subpart, unless 
specifically authorized in this subpart, without prior written approval of the 
National Office.  
 
§1924.50  OMB control number.   

 
 The reporting and recordkeeping requirements contained in this regulation 
have been approved by the Office of Management and Budget (OMB) and have been 
assigned OMB control number 0575-0042.  Public reporting burden for this 
collection of information is estimated to vary from 5 minutes to 4 hours per 
response, with an average of 37 minutes per response, including time for 
reviewing instructions, searching existing data sources, gathering and 
maintaining the data needed, and completing and reviewing the collection of 
information.  Send comments regarding this burden estimate or any other aspect 
of this collection of information, including suggestions for reducing this 
burden, to U.S. Department of Agriculture, Clearance Officer, OIRM, AG Box 
7630, Washington, DC 20250; and to the Office of Management and Budget, 
Paperwork Reduction Project (OMB# 0575-0042), Washington, DC 20503. 
 
 
Attachments:  Exhibits A, B, C, D, E, F, G, H, I, J, K, L and M 
              Automation Supplement (Attached to Exhibit D) 
              Guides 1, 2, 3 and 4 
 

oOo 
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USDA Rural Development Idaho has adopted the AIA Contract Documents for use on Rural Development 
partially or wholly funded projects.  A combination of AIA documents and corresponding Rural Development 
attachments constitutes an acceptable set of contract documents for use on multi-family housing projects.  The 
group of acceptable documents are listed in the table below.  The Rural Development attachments referenced 
here were specifically drafted to be used with the corresponding AIA document and should not be mixed with 
AIA documents of a different edition, series or AIA number.   
 
When making a modification in one document you should ensure that appropriate modifications are made in all 
affected documents.  It is Rural Development’s policy that the applicants use the AIA documents with minimal 
modification.  However, Rural Development recognizes each project is unique and that modifications may be 
required to satisfy project requirements.   
 
Before the applicant or Architect proceeds with the development of an agreement, they should contact the Rural 
Development Area Office to verify they have the most current information specific to the type of project and 
State where the project is located. 
 
Idaho Rural Development does not publish guidance on Architectural fees, but architectural fees must be 
reasonable.  If lump sum is used, Rural Development will not approve changes involving increased fees 
for items within the scope of the project simply because the architect’s project budget is exceeded.   The 
Architect’s lump sum fee shall cover the work specified and should anticipate unforeseen tasks.  If tasks 
outside the scope of the project become necessary, then an addition may be considered.  Conversely, if the 
scope of the project is reduced, a reduction in fees shall be made.   A draft owner-architect agreement 
must be sent to Rural Development for review prior to the owner or architect signing the document.  
 
This table provides a list of the component parts of a complete Owner-Architect Agreement and notes on their 
use.  Documents listed under the “Use Form” column must be used to develop the contract documents, 
unless a formal request is made by the Architect and approved by Rural Development State Office. 
 
Title Use Form RD Notes: Necessary actions, important points 
   
Standard Form of 
Agreement Between 
Owner and Architect with 
Standard Form of 
Architect’s Services 

AIA B141-1997 
(Including 
Paragraphs 1.x and 
2.x) 

• Before an “Effective Date” is entered the Owner should 
consult with a Rural Development representative regarding 
funding requirements, appropriate services, and reasonable 
fees. 

• Using the “Codes & Standards Matrix” on the following 
page specify applicable ones in 1.1.2.8.    

• Any additional Federal funding agency requirements should 
be outlined in 1.4.2. 

• Any State funding agency requirements not in conflict with 
Federal requirements should be outlined in 1.4.2. 

• RD funding can be used for payment of architectural 
services only after RD has concurred in the agreement and 
construction contracts are approved. 

• In addition to copies customarily provided for Owner, 
Architect, and others, two executed copies with any Exhibits 
will be provided for Rural Development use. 

Modifications to AIA 
Document B141-1997 

RD Instruction 
1924-A, Guide 1, 
Attachment 9 
**IDAHO 
VERSION** 

• Fill out 1.5.4 with the estimated reimbursable expenses. 
• Signature page must be executed and an original included in 

each copy of the agreement. 

 
 

**END** 



CODES & STANDARDS MATRIX

List all codes that apply in 1.1.2.8 of the Architectural Agreement

Direct Loan New Direct Loan Rehab Guaranteed Loan New Guaranteed Loan Rehab

International Building Code (2000) X X X X
International Plumbing Code (2000) X X X X

International Mechanical Code (2000) X X X X
National Electrical Code (2002) X X X X

AADAAG (those places of public accommodation) X X X X
Fair Housing Amendments Act I I

Uniform Federal Accessibility Standards (UFAS) X E O
Life Safety Code, NFPA 101 (1985)

Guidelines for Construction and Euipment of Hospital 
and Medical Facilities, AIA (1987)

X=

E=

I=

O=

        For Multi-Family Housing Projects

Law applies IF the project includes housing where people are expected to 
resiede for more than a brief period of time.  For example, nursing homes, 
group homes, college dormitories, or assisted living units.

Law Applies to the extent Possible, some leniency is allowed for those 
cases/items that can not be made accessible.

Only applies if there is interest credit. 

Law Applies
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MODIFICATIONS TO AIA DOCUMENT B141-1997, Standard Form of Agreement Between 
Owner and Architect With Standard Form of Architect’s Services 
 
The provisions of these Modifications shall delete, replace and supplement the 
provisions contained in the "Standard Form of Agreement Between Owner and 
Architect With Standard Form of Architect’s Services", AIA Document B141-1997 
Edition.  The provisions contained in these Modifications will supersede any 
conflicting provisions of the AIA Document.  The term "Agency", as used in 
these Modifications, shall mean the United States of America, acting through 
the United States Department of Agriculture. 
 
 
ARTICLE 1.2,  RESPONSIBILITIES OF THE PARTIES 
 
1.2.2   Add the following subparagraph to paragraph 1.2.2: 
 

1.2.2.8  The Owner shall provide the Architect with Agency standard 
Construction Contract Document Guides. 

 
ARTICLE 1.3,  TERMS AND CONDITIONS 
 
1.3.5.2 Delete the words "unless the parties mutually agree otherwise" and 

substitute the words "if the parties mutually agree" in the first 
sentence of subparagraph 1.3.5.2. 

 
1.3.7.1 Delete subparagraph 1.3.7.1 and substitute the following: 
 

1.3.7.1  This Agreement shall be governed by the law of the Project 
location. 

 
1.3.7.4 Delete subparagraph 1.3.7.4. 
 
1.3.7   Add the following subparagraphs to paragraph 1.3.7: 
 

1.3.7.10  This Agreement shall not become effective until concurred 
with in writing by the Agency.  Such concurrence shall be evidenced 
by the signature of a duly authorized representative of the Agency in 
the space provided at the end of the Agency Attachment to this 
Agreement.   
 
1.3.7.11  If applicable, the Architect shall comply with section 319 
of Public Law 101-121, as supplemented by the Department of 
Agriculture regulations (7 C.F.R. part 3018).  This law pertains to 
restrictions on lobbying and applies to the recipients of contracts 
and subcontracts that exceed $100,000 at any tier under a Federal  
loan that exceeds $150,000 or a Federal grant that exceeds $100,000.  
If applicable, the Architect must complete a certification form on 
lobbying activities related to a specific Federal loan or grant that 
is a funding source for this Contract.  The certification and 
disclosure forms shall be provided by the Owner. 

 
1.3.7.12  The Architect agrees to abide by the requirements of 7 
C.F.R. part 3017, which pertains to the debarment or suspension of a 
person from participating in a Federal program or activity.  If the 
total compensation described in Article 1.5 exceeds $25,000, the 
Architect shall complete the relevant certification form provided by 
the Owner. 
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1.3.8.2 Delete the second sentence in subparagraph 1.3.8.2 and substitute the 
following: 
 

When the Project is resumed, the Architect's compensation may be 
equitably adjusted, as mutually agreed, to provide for expenses 
incurred in the interruption and resumption of the Architect's 
services. 
 

1.3.8.7 Insert the words "as mutually agreed" after "Termination Expenses" in 
subparagraph 1.3.8.7. 

 
1.3.9.3 Add the words "and the Agency" after the words "Owner's authorized 

representative" in subparagraph 1.3.9.3. 
 
ARTICLE 1.4,  SCOPE OF SERVICES AND OTHER SPECIAL TERMS AND CONDITIONS 
 
1.4.1   Delete the word "both" from the end of the second sentence and 

conclude the sentence with "Owner, Architect and Agency." 
 
1.4.2   Add the following subparagraph: 
 

1.4.2.1  This Agreement is modified and supplemented by  
RD Instruction 1924-A, Guide 1, Attachment 9. 

 
ARTICLE 1.5,  COMPENSATION 
 
1.5.3   Insert a multiplier not to exceed "one point one (1.1)". 
 
1.5.4   Insert a multiplier not to exceed "one point one (1.1)". 
        Add the sentence: For the Owner’s budgeting purposes, the estimated        

total cost of reimbursable expenses for this project is: 
 
 
   
ARTICLE 2.1,  PROJECT ADMINISTRATION SERVICES 
 
2.1.5   Add the words "and concurrence by the Agency" after approval by the 

Owner" in paragraph 2.1.5. 
 
2.1    Add the following Paragraph to ARTICLE 2.1: 
 

2.1.8  The Architect shall consult with the Agency Architect or 
Engineer about the Agency’s requirements and procedures. 

 
ARTICLE 2.4,  DESIGN SERVICES 
 
2.4.2 Add the following subaragraph to 2.4.2: 
 

2.4.2.2  The Architect shall prepare a Preliminary Architectural 
Report (PAR) as outlined in RD Instruction 1942-A Guide 6 
“PRELIMINARY ARCHITECTURAL FEASIBILITY REPORT”. 

 
2.4.4   Add the following subparagraphs to paragraph 2.4.4: 
 

2.4.4.4  Upon award of the construction contract, the Architect shall 
furnish the Owner six (6) sets of Construction Contract Documents for 
execution.   

 
ARTICLE 2.6,  CONTRACT ADMINISTRATION SERVICES 
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2.6.1.3 Delete the first sentence of subparagraph 2.6.1.3 and substitute as 
follows. 

 
The Architect shall be a representative of and shall advise and 
consult with the Owner during construction until final payment is due 
to the Contractor, and at the Owner's direction during the period of 
correction of the Work described in the Contract for Construction. 
The Architect shall be available to furnish architectural services 
and consultations necessary to correct unforeseen construction 
defects normally encountered during this period.  The Architect shall 
assist the Owner in performing a review of the Project during the 
11th month after the date of Substantial Completion. 
 

2.6.1.8 Delete the words, "and shall not be liable for results of 
interpretations or decisions so rendered in good faith" in the last 
sentence of subparagraph 2.6.1.8. 
 

2.6.1   Add the following subparagraphs to paragraph 2.6.1: 
 

2.6.1.10  The Architect shall conduct on-site progress meetings no 
less than once a month during the periods of active construction.  
These meetings should be held with the Contractor, affected Sub-
contractors, Project Representative, Owner, representatives of the 
Owner, and other interested parties as appropriate, to review and 
discuss the Contractor’s application for payment, work progress 
schedule, construction problems or disputes, and other appropriate 
matters. 
 
2.6.1.11  The Architect shall chair the Preconstruction Conference 
prior to Owner issuing the Notice to Proceed.  

 
2.6.2.1 Add the following sentences to subparagraph 2.6.2.1: 
 

Such visits to the site shall be documented in writing on standard 
inspection report forms with copies furnished to the Owner, 
Contractor and Agency.  Visits to the site shall be in accordance 
with Agency requirements and procedures.   
 

2.6.2   Add the following subparagraph to paragraph 2.6.2: 
 

2.6.2.6  The Architect shall advise the Owner of required tests, 
inspections and reports, shall furnish coordination of such tests and 
inspections, and shall advise the Owner and Agency of the results of 
same.  Copies of test results shall be furnished to the Owner, 
Contractor, and Agency, as appropriate. 

 
2.6.3 Add the following subparagraph to paragraph 2.6.3: 
 

2.6.3.4  The Architect shall obtain Agency concurrence on all 
Certificates of Payment before payment is made. 

 
 
2.6.5.1 Add the following sentences to subparagraph 2.6.5.1: 

 
Preparation of Change Orders which do not substantially affect the 
project shall be included in the compensation computed in paragraph 
1.5.1.  The Architect shall obtain Agency concurrence in writing for 
Change Orders prior to the performance of the Work. 

 
2.6.6.1 Delete subparagraph 2.6.6.1 and substitute the following: 
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2.6.6.1  The Architect shall conduct an inspection prior to the 
issuance of the Certificate of Substantial Completion and shall 
submit a written report to the Owner, Agency and the Contractor about 
Work to be completed prior to final acceptance.  Said inspection and 
Certificate of Substantial Completion shall be provided by the 
Architect for each Prime Contractor as appropriate.  Such services 
shall be coordinated with the Agency.  Prior to submitting the final 
Certificate for Payment, the Architect shall conduct an inspection, 
submit a Statement of Completion, receive and forward to the Owner, 
for the Owner's review and records, written warranties and related 
documents required by the Contract Documents and assembled by the 
Contractor.   

 
ARTICLE 2.8,  SCHEDULE OF SERVICES 
 
2.8.3   Insert the word “Architect” under the heading “Responsibilty” for line 
items .16, .17, and .20 in the chart. 

 
2.8.3   Add the following subparagraphs to paragraph 2.8.3 under the heading 
“Description of Services.” below the chart: 
 

2.8.3.a  The Architect shall provide a detailed cost estimate based 
on Construction Contract Documents. 

 
2.8.3.b  If full time representation at the site is required, the 
Architect shall provide one or more Resident Inspectors to assist in 
carrying out such additional on-site responsibilities.   
 
2.8.3.c  Two (2) sets of Record Drawings shall be provided to the 
Owner. 

 
SIGNATURE BLOCK: 
 
The following signature block shall replace the signature blocks following 
paragraphs 1.5.9 and 2.9.1: 
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IN WITNESS WHEREOF, the parties hereto have executed, or caused to be executed 
by their duly authorized officials, this Agreement in duplicate on the 

respective dates indicated below: 
 
 
 
                                           OWNER: 
 
ATTEST: ___________________________        By _______________________________ 
 
Type Name _________________________        Type Name ________________________ 
 
Title _____________________________        Title ____________________________ 
 
Date ______________________________        Date _____________________________ 
 
                                           ARCHITECT: 
 
ATTEST: ___________________________        By _______________________________ 
 
Type Name _________________________        Type Name ________________________ 
 
Title _____________________________        Title ____________________________ 
 
Date ______________________________        Date _____________________________ 
 
 
 
AGENCY CONCURRENCE: 
 
 
By ________________________________ 
 
Type Name _________________________ 
 
Title _____________________________ 
 
Date ______________________________ 
 
The concurrence so evidenced by the Agency shall in no way commit the Agency 
to render financial assistance to the Owner and is without liability to the 
Agency for any payment hereunder, but in the event such assistance is 
provided, the concurrence shall signify the provisions of this Agreement are 
consistent with the requirements of the Agency. 
 
 

o0o 
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Construction Project Document List 
For Multi-Family Housing 

 
 

USDA Rural Development Idaho has adopted the AIA Contract Documents for use on Rural Development 
partially or wholly funded projects.  A combination of AIA documents and corresponding Rural Development 
attachments constitutes an acceptable set of contract documents for use on multi-family housing projects.  The 
group of acceptable documents are listed in the table below.  The Rural Development attachments referenced 
here were specifically drafted to be used with the corresponding AIA document and should not be mixed with 
AIA documents of a different edition, series or AIA number.   
 
When making a modification in one document you should ensure that appropriate modifications are made in all 
effected documents.  It is Rural Development’s policy that the applicants use the AIA documents with minimal 
modification.  However, Rural Development recognizes each project is unique and that modifications may be 
required to satisfy project requirements.   
 
Before applicants or architect’s proceed with the development of a set of contract documents, they should 
contact the Rural Development Area office to verify they have the most current information specific to the type 
of project and State where the project is located. 
 
It is customary that a project sign identifying the Owner and Funding Agencies be displayed during project 
construction.  The sign requirements are not included in the Supplementary Conditions, but should be a part of 
the specifications prepared by the Architect.  Example sign formats have been provided for projects funded by 
Rural Development and for projects funded by a combination of agencies.  If the examples do not cover your 
project, contact the Rural Development State Office for guidance.     
 
 
 
 
This table lists guidance documents and forms required to constitute a complete set of contract documents.  
Notes are also provided on each documents use.  Documents listed under the “Use Form” column must be 
used to develop the contract documents, unless a formal request is made by the Architect and approved 
by Rural Development State Office. 
 

Title Use 
Document/Form 

RD Notes: Necessary actions, important points 

   
Advertisement for Bids Generic Form 

provided 
• Use the generic form or similar form containing the same 

information. 
Instructions to Bidders AIA A701-1997 • One critical area that requires attention is 5.3 – Acceptance of Bid 

(Award).  This information will vary whether bid is Lump Sum or 
Unit Price.  If the Evaluation of Bids involves anything other than 
checking the contractor’s qualifications and calculation of unit 
prices, such as additive alternates, life-cycle costs, etc., the 
evaluation process must be clearly stated (given the bid documents, 
a third party would identify the same Successful Bidder as the 
Architect) in the Instructions to Bidders. 

Modifications to AIA 
Document A701-1997 

RD Instruction 
1924-A, Guide 1, 
Attch 8 

• 5.3.2, Ensure this section clearly identifies how the bids will be 
evaluated and the criteria for determining the lowest responsible 
bidder. 

To eliminate unnecessary delays after Bid Opening, the full set of Construction Contract Documents must be 
submitted to Rural Development for review and acceptance before start of the Bidding or Negotiation process. 



Title Use 
Document/Form 

RD Notes: Necessary actions, important points 

   
Bid Form  
 
 

Multi-Family 
Housing Bid Form 
(**Idaho Version) 

• Use Idaho’s bid form developed for community facility projects. 
• All procurement transactions, regardless of whether by sealed bids 

or by negotiation and without regard to dollar value, shall be 
conducted in a manner that provides maximum open and free 
competition.  Procurement procedures shall not restrict or eliminate 
competition.  Examples of what are considered to be restrictive of 
competition include, but are not limited to: placing unreasonable 
requirements on firms in order for them to qualify to do business; 
noncompetitive practices between firms; organizational conflicts of 
interest; specifying only a brand name product instead of either 
allowing an equal product to be offered, or describing the 
performance of the relevant requirements of the procurement; and 
unnecessary experience and bonding requirements 

Bid Bond AIA A-310-1970 • Must be at least 5% of Bid amount. 
Notice of Award Generic Form 

provided 
• Owner will not announce award of contract without written 

concurrence from the Agency. 
Standard Form of 
Agreement Between 
Owner and Contractor  
 
**Include Certificate of 
Owner’s Attorney as last 
page of the agreement**  

AIA A101-1997 • 7.2, Interest rate comparable to current short term lending rate for 
financially sound contractors. 

• In addition to copies customarily provided for Owner, Contractor, 
Architect, and others, two executed copies will be provided for 
Rural Development use. 

• Certificate of Owner’s Attorney – General Conditions Exhibit GC-
A, to be completed by Owner’s attorney prior to submittal to Rural 
Development for concurrence in Agreement.   

Modifications to AIA 
Document A101-1997 

RD Instruction 
1924-A, Guide 1, 
Attch 1 

• 3.3, The amount entered for liquidated damages should cover all 
the Owner’s additional costs for the project not being operational: 
daily interest, professional fees, administrative costs, etc, but shall 
not include any punitive damages. 

• Signature page must be executed and an original included in each 
copy of the agreement.  

 
General Conditions of the 
Contract for Construction 

AIA A201-1997 • Use in conjunction with AIA A201/SC and RD Attachments. 

Modifications to AIA 
Document A201-1997 

RD Instruction 
1924-A, Guide 1, 
Attch 5 

 

Federal Supplementary 
Conditions of the 
Contract for Construction 

AIA A201/SC-1997 • Special attention should be focused on the types and amounts of 
insurance.  RD does not support unfair allocation of risk or the 
burden of excessive insurance coverage. 

Modifications to AIA 
Document A201/SC-1997 

RD Instruction 
1924-A, Guide 1, 
Attch 6 

 

Identity of Interest (IOI) 
Disclosure Certificate 

USDA RD Form 
1944-30 

 

Identity of Interest (IOI) 
Qualifications 

USDA RD Form 
1944-31 

 

Goals and Timetables for 
Minority Women 

RD Instruction 
1901-E Exhibit D 
Page 1 only 

The goals and timetables for the employment of women and minorities 
shall be the latest applicable as established by US DOL for the site of 
the work. 



Title Use 
Document/Form 

RD Notes: Necessary actions, important points 

   
Performance & Payment 
Bond 

AIA A312-1984 • Each bond must be for the full amount of the Contract. 
• Surety must be listed in TC-570, have adequate bonding capacity, 

and be licensed in the State of Idaho. 
Contractor’s Application 
for Payment 

USDA RD Form 
1924-18 

• RD must concur with all payment applications. 
• It is anticipated that an attachment to the Application for Payment 

for the detailed tracking of quantities, materials stored, etc. will be 
developed by the Architect and Contractor. 

• Work added by Change Order will not be considered for payment 
until Change Order has Agency Concurrence. 

• Quantity Completed on Final Application for Payment must equal 
final adjusted contract quantities on unit price contracts. 

• In addition to copies customarily provided for Owner, Contractor, 
Architect, others, an executed copy with all attachments will be 
provided for Rural Development use. 

Change Order USDA RD Form 
1924-7 

• RD must concur with all change orders. 
• In addition to copies customarily provided for Owner, Contractor, 

Architect, others, two executed copies will be provided for Rural 
Development use. 

Record of Preconstruction 
Conference 

USDA Form RD 
1924-16 

• At a minimum, the conference must cover applicable items on this 
form. 

Notice to Proceed Generic Form 
provided 

• Executed copy will be provided to Rural Development. 

Project Sign  • Every Rural Development project requires a project sign.  Cost for 
project sign should be included in the contract price.  An example 
of the project sign should be included in the contract documents.  
Several project sign formats have been provided in this manual. 

Certificate of Substantial 
Completion 

AIA G704-2000 • Executed copy will be provided to Rural Development. 

Plans and Specifications  • Submit to Rural Development, with Project Manual, for approval 
prior to advertising for bids. 

 
*All AIA documents submitted and used must be valid licensed copies. 
 
Any additions to the AIA documents should follow the same format as the model document and each 
addition or deletion must be clearly identified. 
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Advertisement for Bids 
 
 

Owner: 
 

 
 
Address: 

 
 
 
 
Separate sealed Bids for the construction of (briefly describe nature, scope, and major elements of the Work): 

 
 
 
 
will be received by: 

 

 

 
at the office of: 
 

 
 
 

until                    , (Local Time)                                           (Date), and then at said office publicly opened and 

read aloud.  The Contract Documents may be examined at the following locations: 

  
 
 
 
Copies of the Contract Documents may be obtained at the Issuing Office, located at: 
 

  
 
 
 
upon payment of $              for each set. 
 
 
 
_____________________________________________ 
  Date 
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MODIFICATIONS TO AIA DOCUMENT A701-1997, Instructions to Bidders 
 
The provisions of these Modifications shall delete, replace and supplement the 
provisions contained in the "Instructions to Bidders", AIA Document A701-1997 
Edition.  The provisions contained in these Modifications will supersede any 
conflicting provisions of the AIA Document.  The term "Agency", as used in 
this Attachment, shall mean the United States of America, acting through the 
United States Department of Agriculture. 
 
 
ARTICLE 2,  BIDDER'S REPRESENTATIONS 
 
2.1  Add the following subparagraph to paragraph 2.1: 
 

2.1.5  This Bid has been arrived at independently, without consultation, 
communication, or agreement as to any matter relating to this Bid, with 
any other Bidder or with any competitor. 

 
 
ARTICLE 4,  BIDDING PROCEDURES 
 
4.1.1 Add the following sentence to subparagraph 4.1.1: 
 

Only one copy of the Bid is to be submitted. 
 
4.2.1 Delete subparagraph 4.2.1 and substitute the following: 
 

4.2.1  Each Bid must be accompanied by a Bid Bond payable to the Owner 
for five percent of the total amount of the Bid. 

 
4.2.2 Delete Subparagraph 4.2.2 and substitute the following: 
 

4.2.2  The Bid Bond shall be written on a form identical to that 
included in the Bidding Documents, and the attorney-in-fact who executes 
the Bid Bond on behalf of the surety shall affix to the Bid Bond a 
certified and current copy of the power of attorney. 

 
4.2.3 Add the words "payment and performance" before the word "bonds"; and add  
  the following to subparagraph 4.2.3: 
 

As soon as the Bid prices have been compared, the Owner will return the 
Bid Bonds of all except the three lowest responsible Bidders.  When the 
Agreement is executed, the Bid Bonds of the two remaining unsuccessful 
Bidders will be returned. 

 
4.2  Add the following subparagraph to paragraph 4.2: 
 

4.2.4  If a Bidder refuses to execute the Agreement or obtain the 
Performance and Payment Bonds, if required, within the agreed time, the 
Owner may consider the Bidder in default, in which case the Bid Bond 
accompanying the Bid shall become the property of the Owner. 
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4.3  Add the following subparagraphs to paragraph 4.3: 
 

4.3.5  All applicable laws, ordinances, and the rules and regulations of 
all authorities having jurisdiction over construction of the Project, 
shall apply to the Contract throughout. 
 
4.3.6  The Bidder agrees to abide by the requirements of Executive Order 
11246, specifically including the provisions of the Equal Opportunity 
Clause and the Standard Federal Equal Employment Construction Contract 
Specifications set forth in the Supplementary Conditions. 

 
4.3.7  The Bidder agrees to abide by the requirements of section 319 of 
Public Law 101-121, which pertains to lobbying activities and applies to 
recipients of contracts or subcontracts that exceed $100,000 at any tier 
under a Federal loan that exceeds $150,000 or a Federal grant that 
exceeds $100,000.  Each Bid shall be accompanied by a completed lobbying 
certification form identical to that included in the Bidding Documents. 

 
4.3.8  The Bidder agrees to abide by the requirements under 7 C.F.R. 
part 3017, which pertains to the debarment or suspension of a person 
from participating in a Federal program or activity.  Each Bid exceeding 
$25,000 shall be accompanied by a relevant completed certification form 
identical to that included in the Bidding Documents. 

 
4.4.1 Delete subparagraph 4.4.1 and substitute the following subparagraphs 
4.4.1 and .1: 
 

4.4.1  No Bidder may withdraw, modify or cancel a Bid within    calendar 

days after the actual date of the opening thereof.  Should there be 

reasons why the Contract cannot be awarded within the specified period, 

the time may be extended by mutual agreement between the Owner and the 

Bidder, and the concurrence of the Agency.   
 

.1  In the event the lowest responsive bidder requests to withdraw 
its bid after a bid opening due to an unintentional error in its 
contents, the Owner may waive informalities, accept the request, and 
keep the bid security provided by the Bidder.   

 
4.4.4 Delete the words ", if required," from Subparagraph 4.4.4. 
 
ARTICLE 5,  CONSIDERATION OF BIDS 
 
5.3.2 Delete subparagraph 5.3.2 and substitute the following: 
 

5.3.2  The Owner shall determine the low Bidder based on the following 
method: 
 
 
 
 

 
ARTICLE 7,  PERFORMANCE BOND AND PAYMENT BOND 
 
7.1.1 Delete the last sentence from subparagraph 7.1.1 and substitute “Both 
Bonds shall be separately written, each in the amount of the Contract Sum.” 
 
7.1.3 Delete subparagraph 7.1.3 and substitute the following: 
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7.1.3  Surety companies executing Bonds must hold a certificate of 
authority as a acceptable surety on Federal Bonds as listed in Treasury 
Circular 570, as amended, and be authorized to transact business in the 
State where the Project is located. 
 

7.2.1 Delete subparagraph 7.2.1 and substitute the following: 
 

7.2.1  The Bidder to whom the Contract is awarded will be required to 

execute the Agreement and obtain Performance and Payment Bonds, if 

required, within    calendar days from the date when the Notice of Award 

is delivered to the Bidder.  The Notice shall be accompanied by the 

necessary Agreement and Bond forms. 
 
7.2.2 Delete subparagraph 7.2.2 and substitute the following: 
 

7.2.2  The Bonds shall be written on forms identical to those included 
in the Bidding Documents. 

 
 
 

oOo 
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Bid Form 
 
 
Project Identification: ________________________________________________________ 
 
 
Contract Identification and Number:  ____________________________________________ 
 
 

TABLE OF ARTICLES 
 Page 
Article 1 - Bid Recipient 1 
Article 2 - Bidder’s Acknowledgments 1 
Article 3 - Bidder’s Representations 1 
Article 4 - Further Representations 2 
Article 5 - Basis of Bid 3 
Article 6 - Time of Completion 3 
Article 7 - Attachments to Bid 4 
Article 8 - Defined Terms 4 
Article 9 - Bid Submittal 4 
 
 
ARTICLE 1 - BID RECIPIENT 
 
1.01 This Bid Is Submitted To: __________________________________________________   
 
1.02 The undersigned Bidder proposes and agrees, if this Bid is accepted, to enter into an Agreement with 

Owner in the form included in the Bidding Documents to perform all Work as specified or indicated in 
the  Bidding Documents for the prices and within the times indicated in the Bid and in accordance with 
the other terms and conditions of the Bidding Documents. 

 
ARTICLE 2 - BIDDER’S ACKNOWLEDGMENTS 
 

2.01 Bidder accepts all of the terms and conditions of the Advertisement and Instructions to Bidders, including 

without limitations those dealing with the dispositions of Bid security.  The Bid will remain subject to 

acceptance for         days after the Bid opening, or for such longer period of time that Bidder may agree to 

in writing upon request of Owner. 
 
ARTICLE 3 - BIDDER’S REPRESENTATIONS 
 
3.01 In submitting this Bid, Bidder represents that: 
 

A. Bidder has examined and carefully studied the Bidding Documents, the other related data identified 
in the Bidding Documents, and the following Addenda, receipt of which is hereby acknowledged. 

 
Addendum No. Addendum Date 
 
____________ _____________ 
 
____________ _____________ 
 
____________ _____________ 
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B. Bidder has visited the Site and become familiar with and is satisfied as to the general, local, and Site 
conditions that may affect cost, progress, and performance of the Work. 

 
C. Bidder is familiar with and is satisfied as to all Federal, State, and local Laws and Regulations that 

may affect cost, progress, and performance of the Work. 
 
D Bidder has obtained and carefully studied (or accepts the consequences for not doing so) all 

examinations, investigations, explorations, tests, studies, and data concerning conditions (surface, 
subsurface and Underground Facilities) at or contiguous to the Site which may affect cost, progress, 
or performance of the Work or which relate to any aspect of the means, methods, techniques, 
sequences, and procedures of construction to be employed by the Bidder, including applying the 
specific means, methods, techniques, sequences, and procedures of construction expressly required 
by the Bidding Documents to be employed by Bidder, and safety precautions and programs incident 
thereto. 

 
E. Bidder does not consider that any further examinations, investigations, explorations, tests, studies, or 

data are necessary for the determination of this Bid for performance of the Work at the price(s) bid 
and within the times and in accordance with the other terms and conditions of the Bidding 
Documents. 

 
F. Bidder is aware of the general nature of the Work to be performed by Owner and others at the Site 

that relates to the Work as indicated in the Bidding Documents. 
 
G. Bidder has correlated the information known to Bidder, information and observations obtained from 

visits to the Site, reports and drawings identified in the Bidding Documents, and all additional 
examinations, investigations, explorations, tests, studies, and data with the Bidding Documents. 

 
H. Bidder has given Architect written notice of all conflicts, errors, ambiguities, or discrepancies that 

Bidder has discovered in the Bidding Documents, and the written resolution thereof by Architect is 
acceptable to Bidder. 

 
J. The Bidding Documents are generally sufficient to indicate and convey understanding of all terms 

and conditions for the performance of the Work for which this Bid is submitted. 
 
K. Bidder will submit written evidence of its authority to do business in the State of Idaho not later than 

the date of its execution of the Agreement. 
 
ARTICLE 4 - FURTHER REPRESENTATIONS 
 
4.01 Bidder further represents that: 
 

A. This Bid is genuine and not made in the interest of or on the behalf of any undisclosed individual or 
entity and is not submitted in conformity with any agreement or rules of any group, association, 
organization, or corporation;  

 
B. Bidder has not directly or indirectly induced or solicited any other Bidder to submit a false or sham 

Bid;  
 
C. Bidder has not solicited or induced any individual or entity to refrain from bidding; and  
 
D. Bidder has not sought by collusion to obtain for itself any advantage over any other Bidder or over 

Owner. 
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ARTICLE 5 - BASIS OF BID 
 
5.01    Bidder will complete the Work in accordance with the Contract Documents for the price(s) shown on the 

attached bid sheet. (Engineer will determine and select the method below and insert bid schedule after this 
page, numbering it 3a, 3b, 3c…….):  

□ Lump Sum bid sheet is attached.  

□ Unit price bid sheet is attached and the following applies:  
A. Unit Prices have been computed in accordance with paragraph 11.03.A of the General 

Conditions.  
B. Bidder acknowledges that estimated quantities are not guaranteed, and are solely for the 

purpose of comparison of Bids, and final payment for all Unit Price Bid items will be based on 
actual quantities, determined as provided in the contract Documents.  
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ARTICLE 6 - TIME OF COMPLETION 
 
6.01 Bidder agrees that the Work will be substantially complete and will be completed and ready for final 

payment in accordance with article 9 of the General Conditions on or before the dates or within the 
number of calendar days indicated in the Agreement. 

 
6.02 Bidder accepts the provisions of the Agreement as to liquidated damages in the event of failure to 

complete the work within the Contract Times. 
 
ARTICLE 7 - ATTACHEMENTS TO THIS BID 
 
7.01 The following documents are attached to and made a condition of the Bid: 
 

A. Required Bid security in the form of a □Bid Bond (AIA A310) or □Certified Check  (Check one) 
 
B.  
 
C.  
 
D.  

 
7.02    For convenience the “Compliance Statement & Certification of Non-Segregated Facilities”  (Form RD 

400-6), “Certification Regarding Debarment, Suspension, Ineligibility and Voluntary Exclusion - Lower 
Tier Covered Transactions” (Form AD-1048), and RD Instruction 1940-Q, Exhibit A-1, “Certification for 
Contracts, Grants, and Loans” are included as part of  this bid form (Note: Lower tier, means lower tier to 
the owner).  By signing the bid form the bidder represents that (s)he is also signing the below documents 
as necessitated depending on the bid amount of the contract.  If the base bid plus any additive alternates 
exceeds $10,000, then Compliance Statement (RD 400-6) applies, section 7.02.A.  If the base bid plus 
any additive alternates exceeds $25,000, then Certification Regarding Debarment, Suspension, 
Ineligibility and Voluntary Exclusion - Lower Tier Covered Transactions (AD-1048) also applies, section 
7.02.B.   If the base bid plus any additive alternates exceeds $100,000, then RD Instruction 1940-Q, 
Exhibit A-1, Certification for Contracts, Grants, and Loans also applies, section 7.02.C. 

 
 
 A.  Compliance Statement 
 

USDA Form Approved              COMPLIANCE STATEMENT   Form RD 400-6 
(Rev. 4-00)        OMB No. 0575-0018  
 
This statement relates to a proposed contract with ___________________________________ 
 
___________________________________________________________________________________  

(Name of borrower or grantee)  
 
who expects to finance the contract with assistance from either the Rural Housing Service (RHS), 
Rural Business-Cooperative Service (RBS), or the Rural Utilities Service (RUS) or their successor 
agencies, United States Department of Agriculture (whether by a loan, grant, loan insurance, 
guarantee, or other form of financial assistance).I am the undersigned bidder or prospective contractor, 
I represent that:  
 

1. I □have, □have not, participated in a previous contract or subcontract subject to Executive 11246 
(regarding equal employment opportunity) or a preceding similar Executive Order.  
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2. If I have participated in such a contract or subcontract, I □have, □have not, filed all compliance 
reports that have been required to file in connection with the contract or subcontract.  
If the proposed contract is for $50,000 or more and I have 50 or more employees, I also represent that:  

 

3. I □have, □have not previously had contracts subject to the written affirmative action programs 
requirements of the Secretary of Labor.  

4. If I have participated in such a contract or subcontract, I □have, □have not developed and placed on 
file at each establishment affirmative action programs as required by the rules and regulations of the 
Secretary of Labor.  
 
I understand that if I have failed to file any compliance reports that have been required of me, I am not 
eligible and will not be eligible to have my bid considered or to enter into the proposed contract unless 
and until I make an arrangement regarding such reports that is satisfactory to either the RHS, RBS or 
RUS, or to the office where the reports are required to be filed.  

 
I also certify that I do not maintain or provide for my employees any segregated facilities at any of my 
establishments, and that I do not permit my employees to perform their services at any location, under my 
control, where segregated facilities are maintained. I certify further that I will not maintain or provide for 
my employees any segregated facilities at any of my establishments, and that I will not permit my 
employees to perform their services at any location, under my control, where segregated facilities are 
maintained. I agree that a breach of this certification is a violation of the Equal Opportunity clause in my 
contract. As used in this certification, the term “segregated facilities” means any waiting rooms, work 
areas, restrooms and wash rooms, restaurants and other eating areas time clocks, locker rooms and other 
storage or dressing areas, parking lots, drinking fountains, recreation or entertainment areas, 
transportation, and housing facilities provided for employees which are segregated by explicit directive or 
are in fact segregated on the basis of race, creed, color, or national origin, because of habit, local custom, 
or otherwise. I further agree that (except where I have obtained identical certifications for proposed 
subcontractors for specific time periods) I will obtain identical certifications from proposed subcontractors 
prior to the award of subcontracts exceeding $10,000 which are not exempt from the provisions of the 
Equal Opportunity clause; that I will retain such certifications in my files; and that I will forward the 
following notice to such proposed subcontractors (except where the proposed subcontractors have 
submitted identical certifications for specific time periods): (See Reverse).  
 
NOTICE TO PROSPECTIVE SUBCONTRACTORS OF REQUIREMENTS FOR CERTIFICATIONS OF 

NON-SEGREGATED FACILITIES  
 

A certification of Nonsegregated Facilities, as required by the May 9, 1967, order (32F.R. 7439, May 19, 
1967) on Elimination of Segregated Facilities, by the Secretary of Labor, must be submitted prior to the 
award of a subcontract exceeding $10,000 which is not exempt from the provisions of the Equal Opportunity 
clause. The certification may be submitted either for each subcontract or for all subcontracts during a period 
(i.e. quarterly, semiannually, or annually).  
 
NOTE: The penalty for making false statements in offers is prescribed in 18 U.S.C. 1001.  
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B.   Certification Regarding Debarment, Suspension, Ineligibility and Voluntary Exclusion – Lower Tier     
Covered Transactions 

 
U.S. DEPARTMENT OF AGRICULTURE 

 
CERTIFICATION REGARDING DEBARMENT, SUSPENSION, INELIGIBILITY 
AND VOLUNTARY EXCLUSION - LOWER TIER COVERED TRANSACTIONS 

 
This certification is required by the regulations implementing Executive Order 12549, Debarment and 
Suspension, 7 CFR Part 3017, Section 3017.510, Participants’ responsibilities. The regulations were 
published as Part IV of the January 30, 1989, Federal Register (pages 4722-4733). Copies of the regulations 
may be obtained by contacting the Department of Agriculture agency with which this transaction originated. 

 
Before signing the bid form, read instructions for Form AD-1048, available for download at: 
http://www.usda.gov/rus/water/ees/englib/pdf/usda1048.pdf

 
(1) The prospective lower tier participant certifies, by submission of this proposal, that neither it not its 
principals is presently debarred, suspended, proposed for debarment, declared ineligible, or voluntarily 
excluded from participation in this transaction by any Federal department or agency. 
 
(2) Where the prospective lower tier participant is unable to certify to any of the statements in this 
certification, such prospective participant shall attach an explanation to this proposal. 

  
  
 C.  Certification for Contracts, Grants and Loans 
 

RD Instruction 1940-Q 
Exhibit A-1 

CERTIFICATION FOR CONTRACTS, GRANTS AND LOANS 
 

The bidder certifies, to the best of his or her knowledge and belief, that: 
 
1. No Federal appropriated funds have been paid or will be paid, by or on behalf of the undersigned, to 
any person for influencing or attempting to influence an officer or employee of any agency, a Member of 
Congress, an officer or employee of Congress, or an employee of a Member of Congress in connection 
with the awarding of any Federal contract, the making of any Federal grant or Federal loan, and the 
extension, continuation, renewal, amendment, or modification of any Federal contract, grant or loan. 

 
2. If any funds other than Federal appropriated funds have been paid or will be paid to any person for 
influencing or attempting to influence an officer or employee of any agency, a Member of Congress, an 
officer or employee of Congress, or an employee of a Member of Congress in connection with this 
Federal contract, grant or loan, the undersigned shall complete and submit Standard Form - LLL, 
"Disclosure of Lobbying Activities," in accordance with its instructions. 
 
3. The undersigned shall require that the language of this certification be included in the award 
documents for all sub awards at all tiers (including contracts, subcontracts, and sub grants under grants 
and loans) and that all sub recipients shall certify and disclose accordingly. 
 
This certification is a material representation of fact upon which reliance was placed when this transaction 
was made or entered into.  Submission of this certification is a prerequisite for making or entering into 
this transaction imposed by section 1352, title 31, U.S. Code. Any person who fails to file the required 
certification shall be subject to a civil penalty of not less than $10,000 and not more than $100,000 for 
each such failure. 
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7.03 Naming of Subcontractors 
  
 The sub-contractors to whom sub-contracts will be awarded if the bidder is awarded a contract are: (Insert 

“self” if properly licensed and so intended.  Insert “Not required” if such specialty work is not required) 
 
Plumbing Contractor 
 
Name: 
 
Address: 
 
Contractor License Number: 
 
 
Heating and Air Conditioning Contractor 
 
Name: 
 
Address: 
 
Contractor License Number: 
 
Electrical Contractor 
 
Name: 
 
Address: 
 
Contractor License Number: 
 
Other 
 
Classification: 
 
Name: 
 
Address: 
 
Contractor License Number: 
 
 
Classification: 
 
Name: 
 
Address: 
 
Contractor License Number: 
 
 

(Note: If the owner is a City, County or School District, failure to name the plumbing, HVAC and 
electrical subcontractors may render the bid “non-responsive” under State Law IC 67-2310) 

 
*If additional subcontractors or suppliers need to be listed, provide the information on a separate sheet. 
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ARTICLE 8 - DEFINED TERMS 
 
8.01 The terms used in this Bid with the initial capitol letters have the meanings indicated in the Instructions to 

Bidders, the General Conditions, and the Supplementary Conditions.  
 
ARTICLE 9 - BID SUBMITTAL 
 
9.01 This Bid submitted by:  
 
If Bidder is: 
An Individual 

Name (typed or printed): ____________________________________________________ 
 
By: _____________________________________________________________________ 
 (Individual’s signature) 

SEAL, 
 if required 

by State 

 
Doing business as: _______________________________________________________________ 
 

A Partnership 
Partnership Name: _________________________________________________________ SEAL, 

 if required 
by State 

 
By: _____________________________________________________________________ 
 (Signature of general partner -- attach evidence of authority to sign) 
 
Name (typed or printed): __________________________________________________________ 
 

A Corporation 
Corporation Name: _______________________________________________________________ 
 
State of Incorporation: ______________________________ 
 
Type (General Business, Profession, Service, Limited Liability): ___________________________ 
 
By: ____________________________________________________________________________ 
 (Signature -- attach evidence of authority to sign) 
 
Name (typed or printed): ___________________________________________________________ 
 

CORPORATE 
SEAL, 

 if required by State

Title: ____________________________________________ 
 

Attest ____________________________________________________________ 
 (Signature of Corporate Secretary) 
 
Date of Qualification to do business in ____________ [State where Project is located] is ___/___/______ 
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A Joint Venture 
Name of Joint Venture: ________________________________________________________ 
 

SEAL, 
 if required 

by State 

First Joint Venture Name: ____________________________________________________ 
 
By: ______________________________________________________________________ 
 (Signature of joint venture partner -- attach evidence of authority to sign) 
 
Name (typed or printed): ____________________________________________________________ 
 
Title: ____________________________________________ 
 
Second Joint Venture Name: ____________________________________________________ 
 
By: ______________________________________________________________________ 
 (Signature of joint venture partner -- attach evidence of authority to sign) 
 
Name (typed or printed): ____________________________________________________________ 
 
Title: ____________________________________________ 
 
(Each joint venturer must sign.  The manner of signing for each individual, partnership, and corporation that 
is party to the venture should be in the manner indicated above.) 
 
 

SEAL, 
 if required 

by State 

 
 
Bidder’s Business address: ______________________________________________________________ 
 
                                            ______________________________________________________________ 
 
 
Business Phone No. (_____)________________ 
 
Business FAX No. (_____)__________________ 
 
 
Business E-Mail Address _______________________________________________________________ 
 
State of Idaho Contractor License No. (If Applicable) _________________________________________ 
 
Employer’s Tax ID No. _________________________________________________________________ 
 
Phone and FAX Numbers, and Address for receipt of official communications, if different from Business 
contact information: 
 
 
 

9.02 Bid submitted on ______________________________, 20___. 
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NOTICE OF AWARD 
 
 
TO: 
 
 
 
PROJECT DESCRIPTION: 
 
 
 
     The OWNER has considered the BID submitted by you for the above described WORK in 
response to its Advertisement for Bids dated ____________________, and Information for 
Bidders. 
 
     You are hereby notified that your BID has been accepted for items in the amount of 
________________. 
 
     You are required by the Instructions for Bidders to execute the Agreement and furnish the 
required CONTRACTOR'S Performance BOND, Payment BOND and certificates of insurance 
within ten (10) calendar days from the date of this Notice to you. 
 
     If you fail to execute said Agreement and to furnish said BONDS within ten (10) days from 
the date of this Notice, said OWNER will be entitled to consider all your rights arising out of the 
OWNER's acceptance of your BID as abandoned and as a forfeiture of your BID BOND.  The 
OWNER will be entitled to such other rights as may be granted by law. 
 
     You are required to return an acknowledged copy of this NOTICE OF AWARD to the 
OWNER. 
 
     Dated this_______day of______________,             . 
 
                                               
   ___________________________ 
                                                             Owner Signature 
 
                                               by_________________________ 
 
                                               Title______________________ 
 
                               

 
ACCEPTANCE OF NOTICE 
       
Receipt of the above NOTICE OF AWARD is hereby acknowledged 
 
by______________________________________. 
 
this_______ day of_______________,     ____. 
 
Signed___________________________ 

 
Title________________________ 
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EXHIBIT GC-A 
Certificate of Owner’s Attorney 

 
 

I, the undersigned, ___________________________________, the duly authorized and acting legal 

representative of________________________________________, do hereby certify as follows: 

 

I have examined the attached Contract(s) and performance and payment bond(s) and the manner of 

execution thereof, and I am of the opinion that each of the aforesaid agreements is adequate and has 

been duly executed by the proper parties thereto acting through their duly authorized representatives; 

that said representatives have full power and authority to execute said agreements on behalf of the 

respective parties named thereon; and that the foregoing agreements constitute valid and legally binding 

obligations upon the parties executing the same in accordance with the terms, conditions, and provisions 

thereof. 

 
 
                                                                        ________________________________________________ 
        Signature 
 
 
 
Date: ____________________________ 
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MODIFICATIONS TO AIA DOCUMENT A101-1997, Standard Form of Agreement Between 
Owner and Contractor 
 
The provisions of these Modifications shall delete, replace and supplement the 
provisions contained in the “Standard Form of Agreement Between Owner and 
Contractor", AIA Document A101-1997 Edition.  The provisions contained in 
these Modifications shall supersede any conflicting provisions of the AIA 
Document.  The term "Agency", as used in these Modifications, shall mean the 
United States of America, acting through the United States Department of 
Agriculture. 
 
 
ARTICLE 3,  DATE OF COMMENCEMENT AND SUBSTANTIAL COMPLETION 
 
3.1  Delete paragraph 3.1 and substitute the following: 
 

3.1  The date of commencement shall be contained in the Notice to 
Proceed. 

 
3.3  Add the following sentences to paragraph 3.3 
 

If the Work is not substantially complete on or before this date, or 

within this period of time, or extension thereof granted by the Owner, 

the Contractor shall pay to the Owner liquidated damages in the sum of  

       for each calendar day of delay.  Any sums that may be due the 

Owner as liquidated damages may be deducted from any monies due or to 

become due the Contractor under the Contract or may be collected from 

the Contractor's surety. 
 
 
ARTICLE 5, PAYMENTS 
 
5.1.6 Insert "5%" and "5%" in the appropriate spaces in subparagraphs 5.1.6.1 
and 5.1.6.2. 
 
5.1.8 Insert the following sentences in subparagraph 5.1.8: 

 
The amount retained shall be 5% of the value of the work, materials and 
equipment.  Upon substantial completion owner shall pay an amount 
sufficient to increase total payments to Contractor to 95% of the work 
completed, less such amounts equivalent to the value of the work, 
materials and equipment determined incomplete by the Engineer in excess 
of the 5% retainage.   

 
5.2  Add the following subparagraph to article 5.2: 
 

5.2.3  Amounts withheld from the final payment to cover any incomplete 
work are not considered retainage and shall not be paid to the 
contractor until the work is actually completed and accepted by the 
owner.  Such withholdings shall not be less than 150% of the estimated 
cost to complete the work.   
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ARTICLE 7, MISCELLANEOUS PROVISIONS 
 
7.6  Add the following subparagraphs to article 7.6: 
 

7.6.1  This Agreement shall not become effective until concurred in 
writing by the Agency.  Such concurrence shall be evidenced by the  
signature of a duly authorized representative of the Agency in the space 
provided at the end of the Agency Attachment to this Agreement.   

 
7.6.2  The Contractor shall attend on-site progress meetings no less 
than once a month during the periods of active construction.  

 
 
ARTICLE 8, ENUMERATION OF CONTRACT DOCUMENTS 
 
Add the following to Subparagraph 8.1.3: 
 

Modifications to the Standard Form of Agreement Between Owner and 
Contractor (RD Instruction 1924-A, Guide 1, Attachment 1, IDAHO VERSION) 
 
General Conditions of the Contract for Construction, AIA A201-1997 
Modifications to the General Conditions of the Contract for Construction 
(RD Instruction 1924-A, Guide 1, Attachment 5, IDAHO VERSION) 

 
Federal Supplementary Conditions of the Contract for Construction (AIA) 
Document A201/SC) 

 
Modifications to the Federal Supplementary Conditions of the Contract 
For Construction (RD Instruction 1924-A, Guide 1, Attachment 6, IDAHO 
VERSION) 

Other Special Conditions:  □ Are attached.  □ Are not attached. 
 

Subparagraph 8.1.7: 
 

Invitation for Bids 
  
Instructions to Bidders (AIA Document A701) 
 
Modifications to the Instructions to Bidders (RD Instruction 1924-A, 
Guide 1, Attachment 8, IDAHO VERSION) 
 
Bid Form (CF Bid Form, IDAHO VERSION)  
 
Bid Bond (AIA A310-1970) 
 
Performance & Payment Bonds (AIA A312-1984) 
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SIGNATURE BLOCK: 
 
The following signature block shall replace the signature block following 
paragraph 9.1.7: 
 
IN WITNESS WHEREOF, the parties hereto have executed, or caused to be executed 
by their duly authorized officials, this Agreement in duplicate on the 
respective dates indicated below: 
 
 
                                           OWNER: 
 
ATTEST: ___________________________        By _______________________________ 
 
Type Name _________________________        Type Name ________________________ 
 
Title _____________________________        Title ____________________________ 
 
Date ______________________________        Date _____________________________ 
 
                                           CONTRACTOR: 
 
ATTEST: ___________________________        By _______________________________ 
 
Type Name _________________________        Type Name ________________________ 
 
Title _____________________________        Title ____________________________ 
 
Date ______________________________        Date _____________________________ 
 
 
 
AGENCY CONCURRENCE: 
 
 
By ________________________________ 
 
Type Name _________________________ 
 
Title _____________________________ 
 
Date ______________________________ 
 
 
The concurrence so evidenced by the Agency shall in no way commit the Agency 
to render financial assistance to the Owner and is without liability to the 
Agency for any payment hereunder, but in the event such assistance is 
provided, the concurrence shall signify the provisions of this Agreement are 
consistent with Agency requirements. 
 

oOo 
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MODIFICATIONS TO AIA DOCUMENT A201-1997, General Conditions of the Contract 
for Construction 
 
The provisions of these Modifications shall delete, replace and supplement the 
provisions contained in the "General Conditions of the Contract for 
Construction", AIA Document A201-1997 Edition.  The provisions contained in 
these Modifications will supersede any conflicting provisions of the AIA 
Document.  The term "Agency", as used in these Modifications, shall mean the 
United States of America, acting through the United States Department of 
Agriculture. 
 
 
ARTICLE 1,  GENERAL PROVISIONS 
 
1.2    Add the following subparagraph to paragraph 1.2: 

 
1.2.4  Concurrence in the Contract by the Agency is required before 
the contract is effective.   

 
 
ARTICLE 2,  OWNER 
 
2.2.5   Delete subparagraph 2.2.5 and substitute the following: 
 

2.2.5  The Contractor will be furnished, free of charge, five (5) 
copies of the Drawings and Project Manuals necessary for execution of 
the Work.  Additional copies will be available from the Architect at 
the cost of reproduction and handling. 

 
ARTICLE 3,  CONTRACTOR 
 
3.4.2 Add after the word "Owner" the words "and Agency". 
 
3.7.1   Delete subparagraph 3.7.1 and substitute the following:   

 
Unless prohibited by local authorities, the Owner shall secure and 
pay for the health and environmental impact fees due to water and 
sewer connections, and the zoning regulation fees and permits.  The 
Contractor shall secure and pay for the building, mechanical, 
electrical, and plumbing permits and other governmental fees, 
licenses, and inspections necessary for proper execution of and 
completion of the Contract which are legally required when bids are 
received or negotiations concluded.  

 
ARTICLE 4,  ADMINISTRATION OF THE CONTRACT 
 
4.2.12   Delete the words "and will not be liable for results of 

interpretations or decisions so rendered in good faith" in the last 
sentence of subparagraph 4.2.12. 

 
4.4.5    Add after the word "but", the words "may be" in the second sentence  

of subparagraph 4.4.5. 
 
4.6.1    Replace the word "shall" with the word "may" in the first and second  

sentences of subparagraph 4.6.1. 
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4.6.2   Delete subparagraph 4.6.2 and substitute the following: 
 

4.6.2  The arbitration provisions in this subparagraph may be 
initiated by either party to this Contract by filing with the other  
party and the Architect a written request for arbitration.  The other 
party may accept or reject the request by filing a written answering 
statement with the requesting party and the Architect within fourteen 
(14) calendar days of the receipt of such request.  If the request is 
accepted the provisions of this section shall apply.  If the request 
is rejected or an answering statement is not filed within the 
fourteen (14) day period, the provisions in this subparagraph will 
not apply. 

 
4.6.2.1  Within fourteen (14) calendar days or any mutually agreeable 
time period thereafter, each party to this Contract will appoint one 
arbitrator.  Within fourteen (14) calendar days or any mutually 
agreeable time period thereafter, the two arbitrators will select a 
third arbitrator.  Failure to appoint an arbitrator within the 
mutually agreeable time periods will terminate further actions under 
this subparagraph. 

 
4.6.2.2  The arbitrators will select a hearing location as close to 
the Owner's locale as possible. 

 
4.6.2.3  The procedure for conducting the hearings will follow the 
Construction Industry Arbitration Rules of the American Arbitration 
Association. 

 
4.6.3   Replace the word "demand" with the word "request" in the first 
        sentence of subparagraph 4.6.3. 
 
4.6.5   Replace the word "demand" with the word "request" in the first  
        sentence of subparagraph 4.6.5. 
 
 
ARTICLE 7, CHANGES IN THE WORK 
 
7.1.2   Insert the words ", Agency” after the word "Owner" in subparagraph  
    7.1.2. 
 
7.2.1   Delete subparagraph 7.2.1 and substitute the following: 
 

7.2.1  A change order is a written order to the Contractor utilizing 
Form RD 1924-7, "Contract Change Order," signed by the Owner, 
Architect, Contractor, and the Agency representative.  It is issued 
after the execution of the Contract, authorizing a change in the Work 
or an adjustment in the Contract Sum or the Contract Time.  The 
Contract Sum and the Contract Time may be changed only by Change 
Order.  The Contractor's signing of the change order indicates 
complete agreement therein.  When the aggregate amount of all Change 
Orders exceeds twenty percent (20%) of the original contract amount 
and surety has been provided for the full amount of the contract, 
additional surety must be provided to cover the additional amount.   

 
7.3.1   Add the following sentence to subparagraph 7.3.1. 
 

A Construction Change Directive may be used only for a change in 
response to an emergency, as described in Paragraph 10.6. 
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7.3.3   Delete subparagraph 7.3.3. 
 
7.3.4   Delete subparagraph 7.3.4. 
 
7.3.6   Delete Subparagraph 7.3.6. 
 
ARTICLE 8, TIME 
 
8.2     Add the following subparagraph to paragraph 8.2: 
 

8.2.4  The Notice to Proceed shall be issued within twenty (20) 
calendar days of the execution of the Agreement by the Owner.  Should  
there be reasons why the Notice to Proceed cannot be issued within 
such period, the time may be extended by mutual agreement of the 
Owner and Contractor, with the concurrence of the Agency.  If the 
Notice to Proceed has not been issued within the twenty (20) calendar 
day period or within the period mutually agreed, the Contractor may 
terminate the Agreement without further liability on the part of 
either party. 

 
8.3     Add the following subparagraph to paragraph 8.3: 
 

8.3.4  As outlined in article 3 of the Agreement, the Contractor 
agrees to pay liquidated damages to the Owner for each calendar day 
the Contractor shall be in default. 

 
ARTICLE 9, PAYMENTS AND COMPLETION 
 
9.3.1.1 Add the following sentence to clause 9.3.1.1: 
 

Work performed and materials supplied under a Change Order may be 
included for payment only after the Change Order has been approved by 
all appropriate parties, including the Agency. 

 
9.3.2   Delete Subparagraph 9.3.2 and substitute the following: 

 
9.3.2  Unless otherwise provided in the Contract documents, payments 
shall be made on account of materials and equipment delivered and 
suitably stored at the site for subsequent incorporation in the Work.  
Payment shall be conditioned upon compliance by the Contractor with 
procedures satisfactory to the Owner to establish the Owner's title 
to such materials and equipment or otherwise protect the Owner's 
interest. 

 
9.4.1   Replace the word "seven" with the word "ten (10)" in the first 
        sentence; and add the words, "using Form RD 1924-18, 'Partial Payment  
    Estimate'," after "Certificate for Payment" in Subparagraph 9.4.1. 
 
9.4    Add the following subparagraph to paragraph 9.4: 
 

9.4.3  The Architect shall obtain Agency concurrence on all 
Certificates of Payment before payment is made. 

 
9.6    Add the following subparagraph to paragraph 9.6: 
 

9.6.8  No progress payments will be made that deplete the retainage, 
nor place in escrow any funds that are required for retainage, nor 
invest the retainage for the benefit of the Contractor. 

 
9.7.1   Replace the word "seven" with the word "ten (10)" in the first 
        sentence, second and third lines of subparagraph 9.7.1. 
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9.8.4  Add the words ", in collaboration with the Agency," after "prepare" 

in the first sentence of subparagraph 9.8.4. 
 
9.8.5   Delete subparagraph 9.8.5 and substitute the following: 
 

9.8.5  When the Work has been substantially completed, except for the 
Work which cannot be completed because of weather conditions, lack of 
materials or other reasons, which, in the judgment of the Owner, are 
valid reasons for non-completion, the Owner may make additional 
payments, retaining at all times an amount sufficient to cover the 
estimated cost of the Work still to be completed. 

 
9.9.1   Delete subparagraph 9.9.1 and substitute the following: 
 

9.9.1  The Contractor agrees to the use and occupancy of a portion or 
unit of the Project before formal acceptance by the Owner under the 
following conditions: 

 
9.9.1.1  A Certificate of Substantial Completion shall be prepared 
and executed as provided in subparagraph 9.8.4, except that when, in 
the opinion of the Architect, the Contractor is chargeable with 
unwarranted delay in completing the Work or the Contract 
requirements, the signature of the Contractor will not be required.  
The Certificate of Substantial Completion shall be accompanied by 
copies of Contractor’s insurance policies, written endorsements of 
the Contractor's insurance carrier, and the surety permitting 
occupancy by the Owner during the remaining period of the Project 
Work.  Occupancy and use by the Owner shall not commence until 
authorized by public authorities having jurisdiction over the Work. 

 
9.9.1.2  Occupancy by the Owner shall not be construed by the 
Contractor as being an acceptance of that part of the Project to be 
occupied. 
 
9.9.1.3  The Contractor shall not be held responsible for any damage 
to the occupied part of the Project resulting from the Owner's 
occupancy. 
 
9.9.1.4  Occupancy by the Owner shall not be deemed to constitute a 
waiver of existing claims in behalf of the Owner or Contractor 
against each other. 
 
9.9.1.5  If the Project consists of more than one building, and one 
of the buildings is to be occupied, the Owner, prior to occupancy of 
that building, shall secure permanent property insurance on the 
building to be occupied and necessary permits which may be required 
for use and occupancy. 
 

9.9.2   Delete subparagraph 9.9.2 and substitute the following: 
 

9.9.2  With the exception of clause 9.9.1.5, use and occupancy by the 
Owner prior to Project acceptance does not relieve the Contractor of 
the responsibility to maintain all insurance and bonds required of the 
Contractor under the Contract Documents until the Project is completed 
and accepted by the Owner. 

 
9.9.3   Delete subparagraph 9.9.3. 
 
9.10.2  Delete the second and third sentences of subparagraph 9.10.2. 
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ARTICLE 11, INSURANCE AND BONDS 
 
11.1.2  Replace the words "the Contract Documents" with the words  
    "subparagraph 11.1.4 of the Attachment to the Federal Supplementary  
    Conditions of the Contract for Construction" in the first sentence of  
    subparagraph 11.1.2. 
 
11.4.2  Replace the word "Owner" with "Contractor" in the first sentence of  

subparagraph 11.4.2. 
 
11.4.3  Delete the last sentence in subparagraph 11.4.3. 

 
11.4.5  Delete subparagraph 11.4.5. 
 
11.4.7  Delete subparagraph 11.4.7. 
 
11.5.1  Delete subparagraph 11.5.1 and substitute the following: 
 

11.5.1  The Contractor shall furnish the Owner Bonds covering 
faithful performance of the Contract and payment of obligations 
arising thereunder within ten (10) calendar days after receipt of the 
Notice of Award.  The surety company executing the Bonds must hold a 
certificate of authority as an acceptable surety on Federal Bonds as 
listed in Treasury Circular 570, as amended, and be authorized to 
transact business in the State where the Project is located.  The 
Bonds (using the forms included in the Bidding Documents) shall each 
be equal to the amount of the Contract Sum.  The cost of these Bonds 
shall be included in the Contract Sum. 

 
11.5.1.1  The Contractor shall require the attorney-in-fact who 
executes the required Bonds on behalf of the surety to affix thereto 
a certified and current power of attorney. 

 
11.5.1.2  If at any time a surety on any such Bond is declared 
bankrupt or loses its right to do business in the State in which the 
Work is to be performed or is removed from the list of surety 
companies accepted on Federal Bonds, the Contractor shall within ten 
(10) calendar days after notice from the Owner to do so, substitute 
an acceptable Bond in such form and sum and signed by such other 
surety or sureties as may be satisfactory to the Owner.  The premiums 
of such Bond shall be paid by the Contractor.  No further payment 
shall be deemed due nor shall be made until the new surety or 
sureties shall have furnished an acceptable Bond to the Owner. 

 
11      Add the following paragraph to article 11: 
 

11.6  LATENT DEFECTS PROTECTION 
 
11.6.1  If applicable, the Contractor shall provide surety or 
guarantee acceptable to the Owner and the Agency against latent 
obligations and defects in connection with the construction in 
accordance with the following:   

 
.1  The Contractor shall furnish a properly executed corporate  
    latent defects bond, a maintenance bond, an unconditional and  
    irrevocable letter of credit, or a cash deposit into a  
    supervised bank account.  Whichever instrument is used shall be  
    in the amount of 10 percent of the Contract Sum. 
 
.2  The period of protection against latent obligations and  
    defects shall be one year from the final acceptance of Work by 
    the Owner and the Agency. 
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.3  Final payment to the Contractor shall not be issued until the  
    provisions of clause 11.6.1.1 have been met. 

 
ARTICLE 13, MISCELLANEOUS PROVISIONS 
 
13.5    Add the following subparagraph to Paragraph 13.5: 
 

13.5.7  The Contractor shall reimburse the Owner for services 
provided by the Architect in connection with evaluating substitutions 
proposed by the Contractor and making subsequent revisions to 
Drawings, Specifications and other documentation resulting therefrom. 

 
13    Add the following paragraphs to article 13: 

 
13.8  EQUAL OPPORTUNITY REQUIREMENTS 

 
Non-discrimination in Employment by Federally Assisted Construction 
Contractors, by Executive Order 11246. 
 
13.8.1  This section summarizes Executive Order 11246, as amended, 
which prohibits employment discrimination and requires employers 
holding non-exempt Federal contracts and subcontracts and federally-
assisted contruction contracts and subcontracts in excess of $10,000 
to take affirmative action to ensure equal employment opportunity 
without regard to race, color, religion, sex, or national origin.  
The Executive Order requires, as a condition for the approval of any  
federally assisted construction contract, that the applicant 
incorporate nondiscrimination and affirmative action clauses into its 
non-exempt federally assisted construction contracts. 
 
13.8.2  Executive Order 11246, as amended, is administered and 
enforced by the Office of Federal Contract Compliance Programs 
(OFCCP), an agency in the U.S. Department of Labor's Employment 
Standards Administration.  OFCCP has issued regulations at 41 C.F.R. 
chapter 60 implementing the Executive Order.  The regulations at 41 
C.F.R. part 60-4 establish the procedures which the Agency, as an 
adminstering agency, must follow when making grants, contracts, 
loans, insurance or guarantees involving federally assisted 
construction which is not exempt from the requirements of Executive 
Order 11246.  The regulations which apply to Federal or federally 
assisted construction contractors also are published at 41 C.F.R. 
part 60-4. 
 
13.8.3  OFCCP has established numerical goals for minority and female 
utilization in construction work.  The goals are expressed in 
percentage terms for the contractor's aggregate workforce in each 
trade.  OFCCP has set goals for minority utilization based on the 
percentage of minorities in the civilian labor force in the relevant 
area.  There is a single nationwide goal of 6.9 percent for 
utilization of women.  The goals apply to all construction work in 
the covered geographic area, whether or not it is federal, federally 
assisted or non-federal.  A notice advises bidders of the applicable 
goals for the area where the project is to be located. 
 
13.8.4  Application.  This section applies to all of a construction 
contractor's or subcontractor's employees who are engaged in on-site 
construction including those construction employees who work on a 
non-Federal or non-Federally assisted construction site. 
 
13.8.4.1  Agency officials will notify the appropriate Regional 
Director of OFCCP that an Agency financed construction contract has 
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been awarded, and that the equal opportunity clauses are included in 
the contract documents. 
 
13.8.4.2  The Regional Director, OFCCP-DOL, will enforce the non-
discrimination requirements of Executive Order 11246. 
 
13.8.5  The prospective contractor or subcontractor must comply with 
the Immigration Reform and Control Act of 1986 by completing and 
retaining Form I-9, "Employment Eligibility Verification," for 
employees hired.  This form is available from the Immigration and 
Naturalization Service, and Department of Justice. 
 
13.8.6  The prospective contractor or subcontractor must submit Form 
RD 400-6, "Compliance Statement," to the applicant and an Agency 
official as part of the bid package, prior to any contract bid 
negotiations and comply with the Executive Order 11246 as stated in 
the contract documents. 

 
13.9  STATUTES 

 
13.9.1  The contractor and each subcontractor shall comply with the 
following statutes (and the regulations issued pursuant thereto, 
which are incorporated herein by reference): 
 
13.9.1.1  Clean Air Act (42 U.S.C. 7414), section 114, and the Water 
Pollution Control Act (33 U.S.C. 1813), section 308.  Under Executive 
Order 11738 and Environmental Protection Agency (EPA) regulations 40 
C.F.R. part 15, all Contracts in excess of $100,000 are required to 
comply with these Acts.   

 
13.9.1.2  Restrictions on Lobbying (Public Law 101-121, section 319) 
as supplemented by Department of Agriculture regulations (7 C.F.R. 
part 3018).  This Law applies to the recipients of contracts and 
subcontracts that exceed $100,000 at any tier under a Federal loan 
that exceeds $150,000 or a Federal grant that exceeds $100,000.  If 
applicable, the Contractor must complete a certification form on 
lobbying activities related to a specific Federal loan or grant that 
is a funding source for this Contract.  The certification and 
disclosure forms shall be provided by the Owner. 
 
13.9.1.3  Copeland Anti-Kickback Act (18 U.S.C. 874) as supplemented 
in Department of Labor regulations (29 C.F.R. part 3).  This Act 
provides that each Contractor shall be prohibited from inducing, by 
any means, any person in connection with the construction to give up 
any part of the compensation to which the person is otherwise 
entitled. 
 

13.9.1.4  Davis-Bacon Act(40 U.S.C. 276a) as supplemented in 
Department of Labor regulations (29 C.F.R. part 5).  If applicable, 
the Contractor must comply with the minimum rates for wages for 
laborers and mechanics as determined by the Secretary of Labor in 
accordance with the provision of this Act. 
 

13.10  RECORDS 
 
13.10.1  If the Contract is based on a negotiated Bid, the Owner, the 
United States Department of Agriculture, the Comptroller General of 
the United States, or any of their duly authorized representatives, 
shall have access to any books, documents, papers, and records of the 
Contractor which are directly pertinent to a specific Federal loan 
program for the purpose of making audit, examination, excerpts, and 
transcriptions.  The Contractor shall maintain records for at least 
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three years after the Owner makes final payment and all other pending 
matters are closed. 
 
13.11  ENVIRONMENTAL REQUIREMENTS 
 
13.11.1  Mitigation Measures - The contractor shall comply with 
applicable mitigation measures established in the environmental 
assessment for the project.   

 
13.11.2  The Contractor, when constructing a Project involving 
trenching, excavating, or other earth moving activity, shall comply 
with the following environmental constraints: 
 
13.11.2.1  Endangered Species, Historic Preservation, Human Remains 
and Cultural Items, and Paleontology - Any excavation or other earth 
moving activity by the Contractor that provides evidence of the 
presence of endangered or threatened species or their critical 
habitat, uncovers a historical or archaeological artifact, human 
remains or cultural items, a fossil or other paleontological 
materials will require the Contractor to: 
 

.1  Temporarily stop work; 
 
.2  Provide immediate notice to the Architect and the Agency, and 
in the case of potentially hazardous materials, provide immediate 
notice to local first responders and take such measures as 
necessary to protect the public and workers; 
 
.3  Take reasonable measures as necessary to protect the 
discovered materials or protected resource; 
 
.4  Abide by such direction as provided by the Agency, or Agencies 
responsible for resource protection or hazardous materials 
management; and 
 
.5  Resume work only upon notice from the Architect and the 
Agency. 
 

13.11.2.2  Where the stop work condition extends beyond two working 
days, the Contractor shall be entitled to reasonable compensation for 
costs of stopping and resuming work and additional services related 
to resource protection or hazardous materials management.  Such costs 
shall be as determined in preparation of a Change Order by the 
Architect.   
 
13.11.2.3  Wetlands and Floodplains - The Contractor, when disposing 
of excess, spoil, or other construction materials on public or 
private property, will not fill in wetlands or the 100-year 
floodplain areas delineated on the latest Federal Emergency 
Management Administration floodplain maps.   
 
13.11.3  Lead-Based Paint - The Contractor and Owner shall comply 
with applicable Agency requirements of the Lead-Based Paint Poisoning 
Prevention Act, as amended (42 U.S.C. 4821), and the Residential 
Lead-Based Paint Hazard Reduction Act of 1992 (42 U.S.C. 4851) for 
rehabilitation work on residential property built prior to 1978. 
 
13.12  DEBARMENT AND SUSPENSION 
 
13.12.1  The Contractor shall comply with the requirements of 7 
C.F.R. part 3017, which pertains to the debarment or suspension of a 
person from participating in a Federal program or activity. 
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13.13  FEDERAL INSPECTION 
 

13.13.1  The authorized representatives and agents of the Federal 
Government shall be permitted to inspect all work, materials, 
payrolls, records of personnel, invoices of materials, and other 
relevant data and records. 

 
13.14  LANDS AND RIGHTS-OF WAY 
 
13.14.1  Prior to the start of construction, the Owner shall obtain 
all lands and rights-of-way necessary for the execution and 
completion of work to be performed under this contract. 

 
13.15  IDENTITY OF INTEREST 

 
13.15.1  If applicable, the Owner will complete and sign Form RD 
1944-30, "Identity of Interest (IOI) Disclosure Certificate."  If 
applicable, the Contractor or any Subcontractor, Material Supplier, 
or Equipment Lessor sharing an identity of interest will, prior to 
receipt of any payment, complete and sign Form RD 1944-31, "Identity 
of Interest (IOI) Qualification."  
 
13.15.2  If applicable and when an identity of interest exists, the 
Contractor, Subcontractor, Material Suppliers, or Equipment Lessor: 
 
13.15.2.1  Will, prior to receipt of any payment, provide the Owner 
and the Agency a written assertion that it has an accounting system 
suitably designed to provide for a line-item basis comparison of the 
actual cost with the estimated cost. 
 
13.15.2.2  Will, prior to receipt of any payment, provide the Owner 
and the Agency with a detailed breakdown of the estimated cost amount 
for evaluation, using Form RD 1924-13, "Estimate and Certificate of  
Actual Cost." 

 
13.15.2.3  Will deduct any discounts or rebates from invoices 
provided to the Owner for payment.  Any discounts or rebates received 
on invoices already paid by the Owner will be refunded to the Owner 
or subtracted from any payment retainage.   
 
13.15.2.4  Will not be entitled to receive payment for general 
overhead, profit, or general requirements, respectively, in excess of 
the amounts represented on the estimate of cost breakdown in 
accordance with clause 13.13.2.2. 
 
13.15.2.5  Will, prior to receipt of final payment, provide the Owner 
and the Agency with a detailed breakdown of the actual cost compared 
to the estimated cost, using Form RD 1924-13.  When required, the 
actual cost will be audited by a Certified Public Accountant, or 
Licensed Public Accountant licensed on or before December 31, 1970, 
who will provide an opinion concerning whether the actual 
construction costs present fairly the costs of construction in 
conformity with eligible construction costs as prescribed in Rural 
Development regulations.   
 
13.15.2.6  Will, prior to receipt of final payment, provide the Owner 
and the Agency with documentation on all Form RD 1924-13 actual cost 
line items that are a minimum of fifteen percent (15%) higher or 
lower than the estimated costs.  The documentation will provide 
justification for the deviations.   
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13.15.3  If applicable and when an identity of interest exists 
between the Owner and Contractor, the Contractor is entitled to 
receive a builder's fee (general overhead and profit) only when the 
highest subcontract Sum is no more than fifty percent (50%) of the 
Contract Sum, and the total of the highest three Subcontract Sums is 
no more than seventy-five percent (75%) of the Contract Sum.  Any 
payments made to the Contractor for a builder's fee to which 
contractor is not entitled will be refunded to the Owner or 
subtracted from any payment retainage.   
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MODIFICATIONS TO AIA DOCUMENT A201/SC-1999, FEDERAL SUPPLEMENTARY CONDITIONS 
OF THE CONTRACT FOR CONSTRUCTION 
 
The provisions of these Modifications shall delete, replace and supplement the 
provisions contained in the "FEDERAL SUPPLEMENTARY CONDITIONS OF THE CONTRACT 
FOR CONSTRUCTION", AIA Document A201/SC-1999 Edition.  The provisions 
contained in these Modifications will supersede any conflicting provisions of 
the AIA Document.  The term "Agency", as used in these Modifications, shall 
mean the United States of America, acting through the United States Department 
of Agriculture. 
 
ARTICLE 11, INSURANCE AND BONDS 
 
11.4   Paragraph 11.4, Property Insurance, shall be modified as described  
   in "Option B" of AIA Document A201/SC. 
 
11.5.1 Replace the words “If the Contract Sum is more than $100,000,” with  
 the words “If required,”; and delete the words “on Standard Form 25”  
 in the   first sentence.  Replace the fourth sentence in its entirety  
 with “If   required, the Contractor shall furnish a Payment Bond in an  
 amount equal to one hundred percent (100%) of the Contract Sum.” 
 
ARTICLE 15, MISCELLANEOUS SUPPLEMENTARY CONDITIONS 
 
15.4   Delete paragraph 15.4. 
 
15.6   Delete paragraph 15.6. 
 
15.7   Delete paragraph 15.7. 
 
15.8   Delete paragraph 15.8. 
 
15.9   Delete paragraph 15.9. 
 
15.11.1  Add the words "as applicable," after the words "through 15.16," in  
     the first sentence; and add the words ", as applicable" at the end of  
     the last sentence of subparagraph 15.11.1. 
 
15.12  Delete paragraph 15.12 
 
15.13  Delete paragraph 15.13 
 
15.14  Delete paragraph 15.14 
 
15.15  Delete paragraph 15.15 
 
 

o0o 
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(To be attached to IOI Disclosure Certificate)

(To be completed by the Principal for each trade or business with an identity of interest (IOI) relationship with a
Contracting entity). This form will be attached to Form RD 1944-30, “Identity of Interest Disclosure Certificate.”

Entity or IOI Company: _________________________________________________________________________________

Trade/Business: _________________________________________________________________________________

Address: _________________________________________________________________________________

Phone Number: _________________________________________________________________________________

Taxpayer Identification No.: _______________________________________________________________________________

Number of Full Time Employees: _______________ Part Time: __________________

Number of Years in Business: _____________________________________________________________________________

Name of Contracting Entity: _______________________________________________________________________________

Personnel (those responsible for completion of the contracted
                  work):

_________________________________________________________________________________

_________________________________________________________________________________

Principal Name: _________________________________________________________________________________

Home Phone Number: _________________________________________________________________________________

S.S. No.: _________________________________________________________________________________

Trade or Business: _________________________________________________________________________________

Years in Business: _________________________________________________________________________________

Training: _________________________________________________________________________________

License Held: _________________________________________________________________________________

License Nos.: _________________________________________________________________________________

Name of Licensing Agencies: ______________________________________________________________________________

          Page 1

IDENTITY OF INTEREST (IOI) QUALIFICATION

UNITED STATES DEPARTMENT OF AGRICULTURE
RURAL DEVELOPMENT

RURAL HOUSING SERVICE

Form RD 1944-31 FORM APPROVED
(Rev. 6-97) OMB NO. 0575-0047

Position 3

According to the Paperwork Reduction Act of 1995, no persons are required to respond to a collection of information unless it displays a valid OMB control number. The valid OMB control
number for this information collection is 0575-0047. The time required to complete this information collection is estimated to average 1/2 hour per response, including the time for reviewing
instructions, searching existing data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information.



FORMS MANUAL INSERT FORM RD 1944-31

To be used for Multi-Family Housing
Loans to record the qualifications of
Identity of Interest entities.

Form RD 1944-30 will be attached to
evidence the existence of Identities of
Interest.

(1)  Entity that has IOI with loan
applicant, e.g., contractor, sub-contrac-
tor, supplier, management agent.

(2)  Loan applicant.

(3)  Superintendent, management agent
of entity listed in (1).

(4)  Principal of entity listed in (1).

(5)  Information on person listed in (4).

(6)  Leave blank.

(see reverse)

PROCEDURE FOR PREPARATION :  RD Instructions 1930-C and 1944-E.

PREPARED BY                                      :  Principal for trades or businesses with Identities of Interest relationships with
                     RHS borrowers/applicants.

NUMBER OF COPIES                           :  Original and two copies.

SIGNATURE REQUIRED                     :  Original and two copies to servicing official and borrower.

DISTRIBUTION OF COPIES                :  Original filed in Borrower’s case file, copy to Borrower, copy to State Director.



 Address: ________________________________________________________________________________________

 Phone No.: ________________________________________________________________________________________

 Number of Years with Company: ___________________________________________________________________________

 Percent of Total Annual Compensation from Company: ________________ %

 Disclose any Criminal Convictions or Debarment from Government programs:

______________________________________________________________________________________________________

______________________________________________________________________________________________________

 Disclose any Current or Pending Legal Actions Against the Company or any of its Principals: ___________________________

______________________________________________________________________________________________________

I certify, under penalty of law*, that the business in which I am employed is an ongoing trade or business qualified and
properly licensed to undertake the work for which I intend to contract.

I further certify, under penalty of law,* and with knowledge that this information may be verified, that the information
submitted is true and accurate.

                                       (Signature)
                                IOI Entity Principal                  Date

*WARNING:  Section 1001 of Title 18, United States Code provides, “Whoever, in any matter within jurisdiction of any
department or agency of the United States knowingly and willfully falsifies, conceals or covers up by any trick, scheme, or device
a material fact, or makes any false, fictitious or fraudulent statements or representations, or makes or uses any false writing or
document knowing the same to contain any false, fictitious or fraudulent statement or entry, shall be fined under this title or
imprisoned not more than five years, or both.”

      Page 2

Form RD 1944-31
(REVERSE)
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Form RD 1924-18
(Rev. 6-97)

UNITED STATES DEPARTMENT OF AGRICULTURE
RURAL DEVELOPMENT

FARM SERVICE AGENCY

OWNER:          CONTRACTOR:                PERIOD OF ESTIMATE

       FROM _________ TO _________

                   CONTRACT CHANGE ORDER SUMMARY ESTIMATE

              Agency Approval    Amount

       Date     Additions  Deductions

                       PARTIAL PAYMENT ESTIMATE

No.

                TOTALS

                NET CHANGE

CONTRACT TIME

Original (days) _______________________________

Revised _____________________________________ On Schedule Yes Starting Date ___________________________________

Remaining __________________________________ No Projected Completion ____________________________

1.  Original Contract . . . . . . . . . . . . . . . . . . __________________________

2.  Change Orders . . . . . . . . . . . . . . . . . . . __________________________

3.  Revised Contract (1 + 2) . . . . . . . . . . . . __________________________

4.  Work Completed* . . . . . . . . . . . . . . . . . __________________________

5.  Stored Materials* . . . . . . . . . . . . . . . . . __________________________

6.  Subtotal (4 + 5) . . . . . . . . . . . . . . . . . . . __________________________

7.  Retainage* . . . . . . . . . . . . . . . . . . . . . . . __________________________

8.  Previous Payments . . . . . . . . . . . . . . . . __________________________

9.  Amount Due (6-7-8) . . . . . . . . . . . . . . . __________________________

*   Detailed breakdown attached

CONTRACTOR’S CERTIFICATION:
The undersigned Contractor certifies that to the best of their
knowledge, information and belief the work covered by this
payment estimate has been completed in accordance with
the contract documents, that all amounts have been paid by
the contractor for work for which previous payment estimates
was issued and payments received from the owner, and that
current payment shown herein is now due.

Contractor _______________________________________________

By __________________________________________________

Date _________________________________________________

APPROVED BY OWNER:

Owner _______________________________________________

By __________________________________________________

Date _________________________________________________

ARCHITECT OR ENGINEER’S CERTIFICATION:
The undersigned certifies that the work has been carefully
inspected and to the best of their knowledge and belief, the
quantities shown in this estimate are correct and the work has
been performed in accordance with the contract documents.

Architect or Engineer ______________________________________

By __________________________________________________

Date _________________________________________________

ACCEPTED BY AGENCY:
The review and acceptance of this estimate does not attest to
the correctness of the quantities shown or that the work has
been performed in accordance with the contract documents.

By ____________________________________________________

Title ____________________________________________________

Date ___________________________________________________

According to the Paperwork Reduction Act of 1995, no persons are required to respond to a collection of information unless it displays a valid OMB control number. The valid OMB control
number for this information collection is 0575-0042. The time required to complete this information collection is estimated to average 30 minutes per response, including the time for reviewing
instructions, searching existing data sources, gathering and maintaining the data needed, and completing and reviewing the collection of information.

RD 1924-18 (Rev. 6-97)

CONTRACT NO.

PARTIAL PAYMENT ESTIMATE NO.

PAGE

           FORM APPROVED
           OMB NO. 0575-0042
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CONTRACT FOR   COUNTY

OWNER

To
     (Contractor)

You are hereby requested to comply with the following changes from the contract plans and specifications:

                             Description of Changes             DECREASE            INCREASE
    (Supplemental Plans and Specifications Attached)          in Contract Price         in Contract Price

  $   $

           TOTALS   $

    NET CHANGE IN CONTRACT PRICE   $
JUSTIFICATION:

The amount of the Contract will be (Decreased) (Increased) By The Sum Of:

Dollars ($ ).

The Contract Total Including this and previous Change Orders Will Be:

Dollars ($ ).

The Contract Period Provided for Completion Will Be (Increased) (Decreased) (Unchanged): Days.

This document will become a supplement to the contract and all provisions will apply hereto.

Requested
          (Owner)       (Date)

Recommended
            (Owner’s Architect/Engineer)      (Date)

Accepted
   (Contractor)      (Date)

Approved by Agency
              (Name and Title)     (Date)

Public reporting burden for this collection of information is estimated to average 15 minutes per response, including the time for reviewing instructions, searching existing data sources,
gathering and maintaining the data needed, and completing and reviewing the collection of information.  Send comments regarding this burden estimate or any other aspect of this
collection of information, including suggestions for reducing this burden, to U.S. Department of Agriculture, Clearance Officer, STOP 7602, 1400 Independence Avenue, S.W.,
Washington, D.C. 20250-7602. Please DO NOT RETURN this form to this address.  Forward to the local USDA office only.  You are not required to respond to this collection of
information unless it displays a currently valid OMB control number.

POSITION 6

ORIGINAL-BORROWER’S CASE FOLDER

Form RD 1924-7
(Rev. 2-97) UNITED STATES DEPARTMENT OF AGRICULTURE

RURAL DEVELOPMENT AND
FARM SERVICE AGENCY

CONTRACT CHANGE ORDER

FORM APPROVED
OMB NO. 0575-0042

ORDER NO.

DATE

STATE

Form RD 1924-7 (Rev. 2-97)
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NAME OF ASSOCIATION

NAME OF CONSULTING ENGINEER (FIRM)

NAME  OF CONTRACTOR (FIRM)

LOCATION OF CONFERENCE

ADDRESS (Including Zip Code and Telephone)

ADDRESS (Including Zip Code and Telephone)

ADDRESS (Including Zip Code and Telephone)

SUBJECTS TO BE DISCUSSED
1. Identification of Official Representatives of Association, Architect, Engineer, Contractor and Agency:

ASSOCIATION:

HEADQUARTERS:

CONTRACTOR:

HEADQUARTERS:

ARCHITECT/ENGINEER

HEADQUARTERS:

AGENCY:

HEADQUARTERS:
2. Responsibilities of Consulting Architect/Engineer: (Does not “supervise” the contractor’s employees, equipment or operations.)

3. Responsibilities of Association’s: (Actual contracting Organization.)

4. Responsibilities of Agency Representative: (Must see that approval conditions are observed and represents the Government’s
interests.)

5. Responsibilities of Contractor: (Review contract terms.)

6. Responsibilities of Any Other Agency Contributing to the Project:

7. General Discussion of Contract:
A. Alternative Specifications: (Does everyone understand the alternatives applicable to the contract as awarded?)

B. Initiative Construction: (Notice to Proceed.)

RD 1924-16 (Rev. 2-87)

RECORD OF PRE-CONSTRUCTION CONFERENCEUSDA
Form RD 1924-16
(Rev. 2-87) DATE:



C. Completion Time for Contract. (Does everyone understand contract requirements and methods of Computing?)

D. Liquidated Damages:

E. Requests for Extension of Contract Time:

F. Procedures for Making Partial Payments:

G. Guarantee on Completed Works: (Materials, Installed Equipment, Workmanship, Etc.)

H. Other Requirements of the Contract and Specifications which Deserve Special Discussions by All Parties.

8. Contractor’s Schedule:
A. Analyze Work Schedule in Sufficient Detail to Enable Conslting Engineer to Plan His Operations: (Consideration must be given to

needs of
Association and the planned operations of other contractors.)

B. Equipment to be Used by Contractor:

c . Contractor’s Plans for Delivering Materials to Project Site: (Protection and Storage of Materials.)

9. Sub-Contracts: (Review and approval of proposed Sub-Contractors and their work schedules.)

10.Status of Meterials Furnished by Association:
A. Schedule for Future Deliveries:

RD 1924-16 (Rev. 2-87)



B. Procedures to be Adopted by Contractor in Accounting for and Storing Such Materials:

11.Change Orders: (Detailed explanation of procedure to be followed and clearance which must be obtained before changes are implemented.)

B. Responsibilities of Owner:

14.Final Acceptance of Work: (Include requirements for tests and cleanup of project site.)

B. Davis-Bacon Act:

RD 1924-16 (Rev. 2-87)

12.Staking of Work: (Clearly Define responsibilities of Architect/Engineer and Contractor. Line and Grade must be furnished by Architect.)

13.Project Inspection:
A. Functions of Consulting Architect/Engineer. Including Records and Reports:

C. Responsibilities of Agency:

D. Safety and Sanitary Regulations:

15.Labor Requirements:
A. Equal Employment Opportunity Requirements:

C. Other Federal Requirements:

D. State and Local Requirements:

E. Union Agreements:

F. Reprots Required:



16 Equal Employment Provisions of Contract:

RD 1924-16 (Rev. 2-87)

17. Rights-of-Way and Easements:
A. Explain any Portion of Project Not Available to Contractor:

B. Contractors Responsibilities During Work Covered by Contract:

C. Coordination With Railroads, Highway Departments and Other Organizations:

18. Placement of Project Signs and Posters:

19. Handling Disputes:

NOTED AND CONCURRED WITH,But understood not to be a modification of any existing contracts or agreements:

(Signatures of Members of Governing
Board of Association) (Contractor Representative)

(Contractor Representative)(Chairman)

(Contractor Representative)(Board Member)

(Consulting Architect/Engineer Representative)(Board Member)

(Agency Representative)



NOTICE TO PROCEED 
 

 
TO:          DATE:  
 
 
PROJECT: 
 
      
 
 
     You are hereby notified to commence WORK in accordance with the Agreement  

Dated                             ,          , on or before                              ,           , and you are to  

complete the WORK within                              consecutive calendar days thereafter.  

The date of completion of all WORK is therefore                              ,            . 

 
                                              ____________________________ 
                                                             Owner Signature 
 
                                               
  By _________________________ 
 
                                               
  Title________________________ 
      
   

 
ACCEPTANCE OF NOTICE 

 
Receipt of the above NOTICE TO PROCEED is hereby acknowledged by: 
 
 
 
_____________________________________, 
                 Company 
 
 
this ____________________, 20_____ 
 
 
___________________________________ 
  Signature 
 
Title________________________________ 
 
Employer  
Identification Number_______________________________ 

 
oOo 
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